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The Origins of the United Automobile 
Workers, 1933-1935 * 


N August 26, 1935, delegates from sixty-five American Federation 

of Labor locals in the automobile industry gathered in Detroit to 
launch the International Union, United Automobile Workers of 
America. Although many of the delegates thought that the A.F. of L. 
had unnecessarily delayed the convocation of this convention, they were 
no doubt mindful of the fact that an international was being formed in 
an industry where only a little more than two years previously union- 
ism had been conspicuous primarily because of its absence. 

When Franklin D. Roosevelt signed the National Industrial Recovery 
Act on June 16, 1933, only a few craftsmen in the automobile industry 
—principally pattern makers, molders, and metal polishers—were 
A.F. of L. members. The A.F. of L. had failed altogether to unionize 
the unskilled and semiskilled production workers who constituted the 
bulk of the labor force in the plants where automobiles were manu- 
factured and assembled and where parts for automobiles were fabri- 
cated. The Carriage and Wagon Workers’ International Union, or- 
ganized in 1891, had, to be sure, demonstrated an organizational 
interest in the early years of the twentieth century in the rapidly grow- 
ing automobile industry, but its ambitions had foundered on the rock of 
craft-union jurisdictional claims, and the union was expelled from the 
A.F. of L. in 1918. Reorganized as the United Automobile, Aircraft 
and Vehicle Workers of America, the union disintegrated in the 1920’s, 
its surviving remnants being gathered into the Communist-controlled 
Auto Workers Union. The A.F. of L., for its part, decided at its 1926 


* The preparation of this article was facilitated by grants to the author from the John Simon 
Guggenheim Memorial Foundation and the Horace H. Rackham School of Graduate Studies 
of the University of Michigan. 
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convention to initiate its own organizing campaign in the automobile 
industry, but this effort “failed to get beyond the verbal stage.” * 

The depression of 1929 and following, of course, made more difficult 
the task of organizing the automobile workers. The industry’s average 
employment total of approximately 447,000 wage earners in 1929 was 
reduced by almost half by 1933, and total wages paid to employees 
during the same period were slashed by almost two-thirds.” A somno- 
lent A.F. of L. was stirred to action, however, by Section 7(a) of the 
NIRA, which provided that codes approved under the statute should 
state, among other things, that employees were to have “the right to 
organize and bargain collectively through representatives of their own 
choosing” and were to be free from employer interference in designat- 
ing their representatives or in “self-organization.” Officers of the 
A.F. of L.’s national and international unions gathered in Washington 
on June 6 and 7, when it was clear that the NIRA was to be passed, and 
decided to launch an organization campaign in the automobile in- 
dustry. President Green thereupon sent William Collins to Detroit to 
take charge of the drive.* 

In directing the A.F. of L.’s campaign in the auto industry, Collins, 
who arrived at his post on June 21, was aided by organizers assigned 
directly to him, who operated principally but not exclusively in 
Michigan’s auto centers, and by organizers in such places as South 
Bend and Cleveland, who devoted only part of their time to the auto- 
mobile industry. Where A.F. of L. organizers were not available, the 
local city federation of labor or central labor union was expected to 
aid with the job of recruiting union members.* 

1 Report of Proceedings of the Fifty-fifth Annual Convention of the American Federation of 
Labor, 1935 (Washington: A.F. of L., n.d.), pp. 739-40; John A. Fitch, “The Clash over 
Industrial Unionism. Exhibit A—The Automobile Industry,” Survey Graphic, XXV (Jan. 1936), 
41-42; William H. McPherson and Anthony Lucheck, ‘‘Automobiles,” How Collective 
Bargaining Works (New York: Twentieth Century Fund, 1942), pp. 579-80; Selig Perlman 
and Philip Taft, History of Labor in the United States, 1896-1932 (New York: The Macmillan 
Co., 1935), p. 587. In 1920 the A.F. of L. Executive Council asked each of several international 
unions to send an organizer into the automobile industry and offered to assign an organizer of 
its own. Nothing, however, came of this proposal. Philip Taft, The A.F. of L. in the Time of 
Gompers (New York: Harper and Brothers, 1957), p. 460. 

2 Bureau of the Census, Biennial Census of Manufactures, 1935 (Washington: Government 
Printing Office, 1938), pp. 1150, 1156. 

3 Marjorie R. Clark, “The American Federation of Labor and Organization in the Automobile 
Industry since the Passage of the National Industrial Recovery Act,” Essays in Social Economics 
in Honor of Jessica Blanche Peixotto (Berkeley: University of California Press, 1935), pp. 74-753 
Green to Executive Council, June 21, 1933, Green to Collins, June 30, 1933, Green Letterbooks, 
A.F. of L.—CIO Archives. 

4 Collins to Green, June 23, July 22, 1933, Collins to Morrison, July 28, 1933, Collins File, 
A.F. of L—CIO Archives; Green to T. J. Conboy, June 16, 1933, Green to Coleman Claherty, 


July 14, 1933, Green to Collins, July 24, 27, 1933, Green Letterbooks; W. Ellison Chalmers, 
“Collective Bargaining in the Automobile Industry,” (Incomplete MS [1935]), V, 23-24. 
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Efforts were made to reach workers through general meetings and 
plant meetings, and the union message was also spread through hand- 
bills and by radio and, in Detroit at least, by sound truck. The workers 
were told that the higher wages and shorter hours intended by the 
NIRA could come to them only through organization, that Section 
7(a) protected them in their right to organize, and that employers 
were forbidden to interfere with this right. The workers who re- 
sponded to this message were placed in federal labor unions chartered 
directly by the A.F. of L. One federal union was normally set up for 
each plant, except in Toledo, where a single local served the city’s 
numerous auto plants. ° 

Complaining, sometimes with exaggeration, that his annual earnings 
were altogether inadequate, that he was “forced to work at a speed 
beyond human endurance,” that the methods of compensation em- 
ployed in the industry were too complicated, that he was not always 
fully compensated for the time he spent at his job, that management 
ignored seniority in determining the order of layoff and rehiring, that 
workers over forty years of age found it difficult to keep their jobs or 
to secure employment in the industry, that female labor was being 
substituted for male labor, and that safety and health conditions in 
the automobile plants were deplorable,* the auto worker had grievances 
upon which organizers seemingly could have capitalized. Progress in 
organization at the outset was not, however, particularly impressive. 
Although six charters had been issued in Detroit by the end of July, 
Collins informed A.F. of L. Secretary Frank Morrison on August 5 
that he had taken in but $1,300 in initiation fees—which represented 
perhaps one thousand members—and that he would not issue member- 
ship books or cards until the automobile code was approved because it 
was too risky to establish unions which could function openly.’ 

The result was that when hearings were held on the automobile 
manufacturing code on August 18, it was Green himself who argued 


5 “Cooperative Plan of the American Federation of Labor to Provide Collective Bargaining 
for the United Automobile Workers of America,” handbill in Case 209, Records of the National 
Labor Board, National Archives, Record Group 25, Drawer 35 (henceforth, records in this 
group will be designated NLB); Collins to Green, July 15, Aug. 12, 1933, Collins File; 
Chalmers, “Collective Bargaining,” V, 27-28, 32-33; Anthony Lucheck, “Labor Organizations 
in the Automobile Industry” (MS, [1936]), p. 46. In a few places, like St. Louis, a single local 
served both the Chevrolet and Fisher Body workers. 

6 The grievances of the workers are summed up in NRA, Research and Planning Division, 
“Preliminary Report on Study of Regularization of Employment and Improvement of Labor 
Conditions in the Automobile Industry” (Jan. 26, 1935), Appendix B, Exhibit 19. 

7 Detroit Labor News, July 21, 28, 1933; Collins to Morrison, Aug. 5, 1933, Collins File. The 
initiation fee for a federal labor union member was two dollars, but Collins did not insist 
that the full amount be paid at once. 
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the case for the automobile workers, and no spokesmen from the ranks 
of the new automobile unions were present to make statements. The 
National Automobile Chamber of Commerce, the trade association of 
the automobile manufacturers, submitted a code that called for a mini- 
mum wage of forty to forty-three cents per hour for male factory em- 
ployees, that permitted most factory workers to labor as many as 
forty-eight hours per week (although their average employment during 
the life of the code was not to exceed thirty-five hours per week), and 
that excluded from even these hours limitations employees engaged in 
the preparation, care, and maintenance of plant machinery and of 
production facilities. The NACC also insisted that the code state ex- 
plicitly that industry members should be permitted to operate an open 
shop, which was traditional with the auto manufacturers.” 

Green attacked these proposals in vain. The code that was approved 
by the President on August 26 was little altered from the document 
Green had criticized, and it contained the statement that “without in 
any way attempting to qualify or modify” Section 7(a) by interpreta- 
tion, “employers in this industry may exercise their right to select, 
retain, or advance employees on the basis of individual merit, without 
regard to their membership or nonmembership in any organization.” ® 
Although Green tried to assure Collins that nothing in the code 
qualified Section 7(a) and that the discharge of workers for union 
activity violated the code," the so-called merit clause seemed at least 
to the more timid auto workers to be a warning that despite Section 
7(a) industrial relations in the open-shop automobile industry were 
to remain unchanged. 

Green was aware that the A-F. of L.’s inability to secure better terms 
for the auto workers was the result of its weakness in the automobile 
industry. Because the A.F. of L. remained weak in the industry and 
insufficiently representative of the workers, it also failed to secure 
any important amendments to the code throughout the life of the 
NIRA.” Indeed, despite constant effort, the A.F. of L. was unable 





8 For the code hearings, see NRA Release No. 366, Aug. 18, 1933. 

9 The NACC did agree to a change in the code providing that factory employees whom it 
had previously wished to exempt from all hours limitations should not exceed forty-two hours 
per week averaged on an annual basis, although they could work an unlimited number of hours 
in any one week. NRA, Codes of Fair Competition, 1 (Washington: Government Printing 
Office, 1933), 255, 256. 

10 Green to Collins, Aug. 28, 1933, Green Letterbooks. 

11 Green to Collins, Sept. 18, 1933, ibid. On Jan. 8, 1934, the basic thirty-five hour week 
provided by the code was increased to forty hours. Amendments to the code authorized on 
Jan. 31, 1935, provided for the fall announcement of new car models, stipulated that time- 
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even to secure a public hearing on the provisions of the code on any 
of the five occasions on which the life of the code was extended.” In 
view of these circumstances and of the fact that no other industry was 
permitted to include a comparable merit clause in its code, it is not 
surprising that organized labor came to regard the auto code as “as 
rotten an egg as was ever hatched by the Blue Eagle.” 

The “industry” to which the automobile manufacturing code applied 
was defined as “the manufacturing and assembling . . . of motor 
vehicles and bodies therefor, and of component and repair parts and 
accessories by manufacturers and assemblers of motor vehicles.” About 
25 per cent of the workers in the automobile industry came under the 
code of the automotive parts and equipment manufacturing industry.”* 
However, since the parts makers sold their products chiefly to the 
vehicle makers, they took their cue from the automobile manufacturers, 
and the standards for their code were largely determined by the terms 
of the auto code. The A.F. of L. consequently concentrated its attention 
on the code of the automobile manufacturing industry and paid rela- 
tively little attention to the automotive parts and equipment manufac- 
turers’ code. 

“The need of the moment,” Green advised Collins after the auto code 
was approved, “is organization, complete organization if possible, so 
that the chosen representatives of [the] organized automobile workers 
may speak with authority for the automobile workers.” *° Because the 
AF. of L., however, failed to organize a substantial proportion of the 
automobile workers, it was unable to “speak with authority” for them 
during the years 1933-1935. For this failure of the A.F. of L. to achieve 
greater success in the automobile industry, there were many reasons. 
Some of the problems the A.F. of L. faced were the result of its use of 
the federal labor union as the means by which to enroll auto workers 
in the A.F. of L. In contrast to the trade autonomy which normally 
prevailed in the A.F. of L., federal labor unions were, in effect, “wards” 





and-a-half was to be paid for hours above forty-eight per week, and confirmed and continued 
the terms of the President’s settlement of the auto labor dispute of Mar. 25, 1934. Codes, XVI 
(Washington: Government Printing Office, 1934), 223-24; Codes, XXI (Washington: Govern- 
ment Printing Office, 1935), 203-04. 

12 When the code was extended on Nov. 2, 1934, the President ordered an inquiry into the 
problem of regularization of employment in the industry. This inquiry, which was directed 
by Leon Henderson, provided A.F. of L. auto workers an opportunity to air their grievances. 

13 Samuel Romer, “That Automobile Strike,” The Nation, CXL (Feb. 6, 1935), 162. The 
Blue Eagle was the symbol of compliance with the NIRA. 

14 Codes, I, 253. For the A.P.E.M. code, see ibid., II (Washington: Government Printing 
Office, 1933), 599-609. 

15 Green to Collins, Aug. 28, 1933, Green Letterbooks. 
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of the Federation, and although they could elect their own officers, 
the A.F. of L. exercised direct control over most of their other activities. 
This naturally raised the question of the rights of the rank and file, 
which plagued the A.F. of L. throughout the period. 

Also, although federal labor union members paid dues of only one 
dollar per month, thirty-five cents of this sum was sent to the A-F. of L., 
whereas the international and national unions paid a per capita tax 
of only one cent per member per month. President Green might argue 
that the A.F. of L. performed “tremendous services” for its federal 
locals by seeking favorable code terms and favorable legislation and in 
other ways, but some auto workers felt that they received too little in 
return for their per capita tax. “We have fought our fight alone,” Carl 
Shipley, the president of the strong Bendix local, complained to Green 
on April 14, 1934."° 

Since the federal labor unions were free to accept any plant workers 
not already in an A.F. of L. union, they were, temporarily at least, of 
an industrial character. However, inasmuch as federal labor unions 
had generally been regarded as the recruiting grounds for the trade 
unions, the possibility remained that the craft workers in these unions 
might at some future date be parcelled out among the craft unions.” 
Although the relentless technological progress of automobile manufac- 
turing had reduced the percentage of highly skilled workers in the 
industry and, as Green conceded, had “practically wiped out” craft 
lines, organizations like the International Association of Machinists 
and the Metal Polishers were jealous of their jurisdictional rights, and 
the IAM in particular persistently and vehemently opposed the in- 
clusion of all workers in an auto plant in a single union. 

The IAM claimed jurisdiction over machinists on machinery and 
equipment maintenance work and those building and repairing tools 
and dies and working on experimental work in plants where autos 
were built and assembled. It also insisted that parts plants operated 
independently of an auto plant and owned by a separate company were 
“entirely” under its jurisdiction. Although the IAM had failed almost 
completely to organize workers in these categories, President A. O. 


16 Chalmers, “Collective Bargaining,” V, 33-34, IX, 10-11; Constitution of the A.F. of L.. 
Article X, A.F. of L., Proceedings, 1935, xxviii; Green to Philip Johns, Aug. 9, 1934, Green to 
Shipley, Nov. 26, 1934, Green Letterbooks; Shipley to Green, Apr. 29, 1934, A.F. of L. Strike 
File, Local 18347, A.F. of L—CIO Archives. 

17 The A.F. of L. plan for organizing the auto industry in 1927 provided that the workers 
were to be placed in federal labor unions but were to be transferred to international unions as 
rapidly as possible. Lewis L. Lorwin, The American Federation of Labor (Washington: The 
Brookings Institution, 1933), pp. 246-47. 
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Wharton and General Vice-President H. W. Brown protested bitterly 
the inclusion of such workers in the federal labor unions. They claimed 
that machinists and tool and die makers had been attracted to the 
federal labor unions only because their dues and initiation fees were 
lower than those charged by the IAM and that this had placed the 
IAM in an unfavorable light. Brown dismissed as “silly” Collins’ claim 
that IAM interference with the federal labor unions would “seriously” 
damage the campaign of organization in the automobile industry.”* 

As president of the A.F. of L., William Green had no choice but to 
advise Collins and other organizers that the jurisdictional rights of the 
IAM and other national and international unions must be respected. 
Green was aware, however, that this was easier said than done. He 
informed Collins during the early months of the auto campaign that 
if auto workers could not be persuaded to join the union within whose 
jurisdiction they fell, they should be taken into the federal labor unions, 
and he advised Wharton that in some instances organizers were faced 
with “either organizing a Federal Labor Union or none at all.” 
Annoyed by Wharton’s constant complaints of his failure to co-operate 
with the IAM in the organization of the mass-production industries, 
Green retorted that it was not the A.F. of L.’s fault if the workers in 
these industries had become “mass minded” and suggested that “we 
ought to be broad minded enough to understand the situation.” * 

To the workers in the federal labor unions the possibility was al- 
ways present that the craftsmen in their midst would be transferred 
to one of the national or international unions. Collins feared that his 
work with the Hudson local, virtually the only strong auto local in 
Detroit, would be frustrated by the IAM. Shipley informed Green 
that craft jurisdictional claims constituted “one of the greatest hin- 
drances of organization” and warned that if the attempt were made 
to absorb auto workers into the craft unions, it would “kill” auto 
unionism.” 

18 Green to Max Hayes, July 28, 1933, Eric Peterson to Wharton, May 23, 1934, Wharton to 
Green, June 1, 1934, May 13, 1935, Brown to Green and Morrison, July 17, 1934, Green 
Letterbooks; William H. McPherson, Labor Relations in the Automobile Industry (Washington: 
The Brookings Institution, 1940), pp. 7-8; Brown to Wharton, July 27, 1933, Brown to 
Collins, Mar. 26, June 22, 1934, Wharton to Green, July 29, Aug. 8, 1933, IAM File, A.F. of 
L.—CIO Archives. For the jurisdictional worries of the Metal Polishers, see A.F. of L., Proceed- 
ings, 1935, PP. 743-45. 

19 Green to Collins, Oct. 18, 31, 1933, July 23, 1934, Green to Wharton, Nov. 14, 1933, 
Apr. 9, 1935, Green to Organizers, Feb. 19, 1934, Green to Dillon, May 21, 1935, Green 
Letterbooks. 


20 Collins to Green, Oct. 14, 28, 1933, Collins File; Shipley to Green, Apr. 29, 1934, 
A.F. of L. Strike File, Local 18347; Chalmers, “‘Collective Bargaining,” V, 34-35. 
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The failure of the A.F. of L. to make an all-out effort in its campaign 
to organize the auto workers also helps to explain its relative lack of 
success during the years 1933-1935. During the entire period from 
July 1, 1933, to February 15, 1934, the Detroit headquarters of the 
A.F. of L. spent only $5,692 on organization work, exclusive of the 
salaries for regular organizers. Funds were never plentiful enough 
for the task at hand, and in October 1933 Collins had to eliminate 
some of the special organizers he was using and to reduce his distribu- 
tion of literature. More funds were eventually made available, but 
even the $36,049 spent on the Detroit office between October 14, 1934, 
and June 29, 1935, was a small sum considering the magnitude of the 
job confronting the A.F. of L. and the opportunity the NIRA presented. 
The latter sum, incidentally, was less than the A.F. of L.’s income from 
the per capita tax for auto unionists during the same period.” 

Not only were an insufficient number of organizers engaged for 
the task at hand, particularly during the early months of the campaign, 
but the A.F. of L. was also often disappointed in its expectation that 
the central labor unions would be of assistance. Collins found that the 
CLU in Pontiac had to be aroused “from its dead ashes,” that the CLU 
in Muskegon was defunct, and that the Flint CLU was of little assist- 
ance. He complained that even “with all this so-called Labor Move- 
ment in Detroit,” it was difficult to find anyone in that key city who 
could carry the A.F. of L. message to the auto workers.” 

The AF. of L. was particularly defective in the leadership that it 
supplied to the auto industry. The organizers it employed knew some- 
thing of the “technique of joint relationships” but precious little about 
shop conditions. Collins’ experience had been in the field of street 
railways, and Francis Dillon, who replaced Collins on October 15, 
1934, as the A.F. of L.’s national representative in the auto industry, 
had gained his experience with the Pattern Makers’ League. The men 
from the ranks who became officers of the new locals, on the other 


21 Collins to Morrison, Oct. 21, 1933, Feb. 16, 1934, Collins File; Proceedings of the First 
Constitutional Convention of the International Union, United Automobile Workers of America, 
1935 (Detroit, n.d.), pp. 22-24. The A.F. of L. received $47,000 in per capita taxes from the 
auto workers during the six-month period ending July 1, 1935. Green to George F. Addes, 
July 16, 1935, CIO Historical File, Reel 1, A.F. of L—CIO Archives. For methods the 
A.F. of L. might have used to devote more funds to organizing, see James O. Morris, “The 
Origins of the C.I.0.: A Study of Conflict within the Labor Movement, 1921-1938” (Ph.D. 
thesis, University of Michigan, 1954), pp. 293-94. 

22 Collins to Green, July 22, Aug. 12, 26, Oct. 28, Nov. 7, 1933, Collins to Morrison, Sept. 
22, Dec. 9, 1933, Collins File; Chalmers, “Collective Bargaining,’ V, 23-24. 
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hand, were usually without trade-union experience, were unskilled 
in collective bargaining, and were overly anxious for quick results.” 

The A.F. of L.’s lack of militancy in pursuing its objectives in the 
auto industry also limited its effectiveness and its appeal to the work- 
ers. From the start the A.F. of L. made it clear that it was simply 
trying to aid the workers to realize the goals of the NIRA and that 
it had no intention of fomenting strife. It attempted to convince the 
employers at the same time that it was a “good” union and that both 
labor and management would benefit if recognition were extended. 
When the employers were not swayed by this appeal, the A.F. of L. 
did not seek to win the argument by a resort to its economic power 
but rather turned to government agencies for assistance. The strikes 
that developed during the period were called by the federal locals, 
often without the knowledge and generally without the advance ap- 
proval of the A.F. of L.* 

Conscious of its weakness in the auto industry and of the depressed 
state of the economy, the A.F. of L. hesitated to risk a showdown 
with the employers in the economic field. One can well understand 
the caution of the A.F. of L., but the A.F. of L. was too timid for its 
own good. It was, after all, a strike at the Bower Roller Bearing Com- 
pany in September 1933 that put the auto locals on the map in 
Detroit.” It was strikes in the Toledo parts plants, at the Seaman Body 
plant in Milwaukee, at the Nash plants in Racine and Kenosha, and 
at the Hupp plant in Detroit that helped to entrench unionism 
in the affected companies. And, as we shall see, it was an unauthorized 
strike at the Toledo Chevrolet plant that gave the A.F. of L. its 
greatest victory in the auto field during the National Recovery Ad- 
ministration period. The A.F. of L. was wise to recognize the crucial 
role that government could play in the organization of the unorgan- 
ized—it is clear that the NIRA, for example, was an important fac- 
tor in the organization of the auto industry—but as the auto workers 
were themselves to demonstrate after they broke away from the 
AF. of L., bold action in the economic field was a necessary supple- 


23 Collins interview, Feb. 4, 1957; Nicholas Kelley interview, Feb. 4, 1957; Leo Wolman 
interview, Feb. 4, 1957; Chalmers, ‘‘Collective Bargaining,” VII, 24; Clark, “A.F. of L.,” p. 79. 

24 Green to Collins, June 30, 1933, Green Letterbooks; “Cooperative Plan,” Case 209, NLB 
Drawer 35; Detroit News, July 29, 1933; Edward A. Wieck, “The Automobile Workers under 
the NRA” (MS, Aug. 1935), pp. 33-36, 240-42; Chalmers, “Collective Bargaining,” V, 31-32. 

25 Detroit Labor News, Sept. 22, 1933; Chalmers to William Leiserson, Sept. 17, 1933, Case 
141, NLB Drawer 22. 
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ment to government assistance in winning the day for unionism against 
the giants of the auto industry. 

The marked seasonality of automobile employment,” coupled with 
the very heavy unemployment as the result of the depression, fur- 
ther complicated the A.F. of L.’s task. With seasonal layoffs and 
outright discharge staring them in the face, automobile employees 
were reluctant to risk the displeasure of their employers by aligning 
themselves with a trade union. Fear, as Collins recognized, was one 
of the A.F. of L.’s greatest problems.” 

The A.F. of L. faced a special problem in organizing auto workers 
in Detroit, not only because of its inability to appeal effectively to 
the large number of Negro and foreign-born auto workers in the 
city,” but also because of the poor reputation of organized labor in 
that stronghold of the open shop. The labor movement in Detroit, 
Collins informed Green, is “regarded as just a racket with no ideals 
and principles.” There was, moreover, bad blood between Collins and 
Frank Martel, the president of the Detroit Federation of Labor. 
Collins had, as a matter of fact, been reluctant to accept his assign- 
ment in Detroit because he did not relish working with Martel. 
Martel, for his part, did not welcome Collins’ presence partly because 
the Detroit F. of L. had launched its own organizing campaign in 
the industry before Collins arrived on the scene. It was thus not at 
all surprising that the Detroit F. of L. approved a resolution on 
August 1, 1934, asking Green to remove Collins from his post.” 

The Communists, whether enrolled in the tiny Auto Workers 
Union or in the A.F. of L. federal locals, were a constant source of 
trouble to the A.F. of L. The Communists were few in number, but 
they had a disproportionately large influence because almost alone 
among the auto workers they had some experience in trade unionism. 
They were forever sniping at the leadership of the A.F. of L., at its 





26 Only one third of the auto employees in 1934 worked throughout the year, and 25 per 
cent worked less than six months. N. A. Tolles and M. W. LaFever, “Wages, Hours, Employ- 
ment, and Annual Earnings in the Motor-Vehicle Industry, 1934,” Monthly Labor Review, 
XLII (Mar. 1936), 521. 

27 Collins to Green, June 23, Nov. 4, 1933, Collins File. 

28 Collins to Green, Nov. 18, Dec. 15, 1933, tbid.; Chalmers, “Collective Bargaining,” V, 
26-27. 

29 Collins to Green, Nov. 18, Dec. 15, 1933, Collins File; Collins interview, Feb. 4, 1957; 
Richard Frankensteen interview, Apr. 10, 1957; Chalmers, ‘‘Collective Bargaining,” V, 24-25; 
Detroit Labor News, June 16, 23, 30, 1933; Detroit News, Aug. 7, 1934; Business Week, Aug. 
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lack of militancy and its alleged collaboration with the employers.” 


Much to the annoyance of the A.F. of L. the Communists played an 
important role in some of the strongest auto locals, such as the Sea- 
man Body local in Milwaukee and the White Motor local in Cleveland. 
Collins advised the federal locals to oust any Communists who were 
disrupting their work, and Dillon, with reference to the Communists 
in the Cleveland locals, informed Green, “There are certain individ- 
uals in Cleveland who must get out of those local unions and they 
are going to be put out.” * 

Finally, the A.F. of L. had to contend with the aggressive and im- 
placable opposition of the employers to independent unionism in their 
plants. Discrimination, the company union, and espionage, the A.F. 
of L. charged, were weapons employed to this end. Collins, at the 
outset, regarded discrimination as his “biggest problem,” but just how 
prevalent the practice was, it is almost impossible to say. Certainly, 
the A.F. of L. exaggerated the extent to which discrimination was 
practiced,” but the fear of discrimination on the part of the insecure 
auto worker was as important a deterrent to organization as discrim- 
ination itself. 

Company unions had not been utilized by the automobile manufac- 
turers prior to the passage of the NIRA, but Section 7(a) persuaded 
virtually all auto employers except Ford to establish employee repre- 
sentation plans in their plants to stave off the threat of auto unionism. 
Although Green regarded the company union as the A.F. of L.’s 
“greatest menace” in the auto industry, it is difficult to evaluate the 
A.F. of L.’s complaint. There is no doubt that the employers them- 


30 Auto Workers News, Dec. 30, 1933, Jan. 13, Mar. 10, Apr. 7, 21, May 5, 19, July 21, 
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tool and die makers. Daily Worker, Dec. 25, 1934. 

31 Collins to Green, July 22, Sept. 9, 1933, Collins File; Dillon to Green, Aug. 18, 1934, Apr. 
4, 1935, Dillon File, A.F. of L—CIO Archives; Dillon to Green, Dec. 22, 1934, A.F. of L. 
Strike File, Local 19059; UAW Weekly News Letter, Aug. 25, 1934, Vertical File, A.F. of L.— 
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functioning (Mar. 29, 1934-June 16, 1935), employers voluntarily reinstated 1,129 workers 
who brought charges of discrimination, and, in addition, the ALB decided in several cases that 
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selves initiated and supported most of the company union plans as 
alternatives to independent unionism, but how many workers were 
persuaded not to join the AF. of L. locals as a result, it is impossible 
to say.** 

The facts concerning espionage in the auto industry did not come 
out until the La Follette committee hearings of 1937. At these hear- 
ings Herman L. Weckler of Chrysler Corporation conceded that 
Chrysler used espionage reports as “the background on which we 
built our whole structure,” and General Motors officials also testified 
to their company’s use of detective services for labor espionage pur- 
poses. La Follette concluded that “perhaps nowhere” was the correla- 
tion between labor organizing activities and expenditures for spy serv- 
ices “more marked than in the automobile industry.” ** 

Whatever the reasons, the Big Three in the automobile industry, 
G.M., Ford, and Chrysler, were on the whole able, particularly in 
Detroit, to resist unionism during most of the period 1933-1935. Inde- 
pendents like Nash, Studebaker, White, and Hudson, which were in 
a more precarious financial position, were not, however, so successful 
in meeting the union challenge, and the same was true of many of 
the parts companies, which could not afford prolonged labor strife 
lest they lose their business to their numerous competitors or to the 
main plants themselves. 

During the autumn months of declining automobile production fol- 
lowing the adoption of the auto code, organization work in Flint and 
Pontiac met with some success, but in Detroit, Collins ruefully re- 
ported to Green, membership increased at a snail’s pace. Even when 
production began its upward climb in December and January, Collins 
continued to report “a let-down” in interest. The federal locals during 
these months were also meeting with little success in their efforts to 
establish a satisfactory relationship with the employers. The A.F. of L. 
charged that union members, particularly in the Chrysler plants and 
in the G.M. plants in Flint, were being discharged for union activity 
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and were being discriminated against in layoff and rehiring. When 
the unions sought to present their grievances to their employers and 
to attain a measure of recognition, they were told to refer their com- 
plaints to the company union representatives or to supply a list of 
union members so that management would know for whom the union 
representatives were speaking. The unions retorted that the company 
unions had been imposed upon the workers and that the submission 
of membership lists would simply invite discrimination. The proper 
way to determine representation rights, they insisted, was through 
elections conducted by the National Labor Board, and in February 
1934 the stronger unions, particularly in Flint, began pressing for 
such elections.*° 

The A.F. of L. took many of its complaints to the Detroit Regional 
Labor Board for determination, but Collins was hardly pleased with 
the results. He complained about the “lumbering processes” of the 
Board and criticized its handling of discrimination and representation 
cases. The Board did, as a matter of fact, rule in favor of the auto 
unionists in some instances, but the management of the companies 
concerned refused to abide by its decisions.*® 

Frustrated in their efforts to deal with their employers and with 
the Regional Labor Board and fearful that the production season 
would pass without material gain for their cause, the federal locals 
began turning their thoughts to strike action. Consequently, when 
the officers of the Michigan auto locals gathered in Lansing on March 
4, they advised the strong A.F. of L. locals in the Buick and the two 
Fisher Body plants in Flint and in the Hudson plant in Detroit to 
wire their employers at once for wage and hour adjustments and to 
demand a reply in forty-eight hours.* Collins, however, actually had 
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no intention of permitting a strike to be called. Believing that the 
automobile workers were too weak to stage a successful walkout, 
Collins, who for months had been insisting that the intervention of 
the NRA or NLB was necessary to stimulate organization, was using 
the threat of a work stoppage in this key industry to bring about 
federal intervention and a government-sponsored settlement that would 
improve employment conditions and give the auto workers courage.” 

Collins, therefore, quickly called the threatening situation to the 
attention of the President and warned him that if the strikes were 
called against the four plants, there was a “serious possibility” that 
other plants would also become involved. Collins’ warning had the 
desired effect. The NLB, at the President’s behest, assumed jurisdic- 
tion on March 5 and by promising that hearings on the dispute would 
be held on March 14 was able to get the impending strikes postponed.” 

The NLB hearings of March 14-15 gave Collins and the represent- 
atives of eleven different auto locals a chance to air their grievances, 
but the hearings were barren of result because G.M. and Hudson chal- 
lenged the NLB’s authority and made it clear that they would not 
co-operate in any plant elections the NLB might order. This persuaded 
General Johnson to intervene and to try his hand at arranging a settle- 
ment, but when his efforts also failed to break the deadlock, President 





Roosevelt on March 20 stepped into the dispute and persuaded the 
auto workers to defer strike action while he conferred with both 


sides in Washington.*” 


By this time the dispute had come to center on two issues: *’ the 
form that employee representation should assume and the question of 
discrimination. The A.F. of L. contended that the representatives of 
the majority of the workers in a given plant, as determined by an 
NLB election, should bargain for all the workers. The auto manufac- 
turers, however, insisted that Section 7(a) required the employers to 
deal with the accredited representatives of all groups in the plant, re- 
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gardless of their size, and that individuals who desired to bargain for 
themselves also had a perfect right to do so. If an organization wished 
to establish its right to bargain for its members, it must submit a 
membership list to the employer. 

As regards the issue of discrimination the auto magnates proposed 
that charges of discrimination should be brought before a three-man 
industrial relations committee appointed by the code authority, with 
its findings subject to appeal to a Board of Review composed of three 
men, not identified with the industry, appointed by the NRA. The 
AF. of L., for its part, wanted the adjudication of discrimination cases 
entirely divorced from the code authority and vested in a government- 
appointed joint industrial-relations board whose decisions would be 
final.” 

The terms of settlement of the auto dispute were announced by the 
President on March 25 after five days of negotiation in Washington. 
The employers agreed to bargain with “the freely chosen represent- 
atives of groups” and not to discriminate against union members. If 
there was more than one group in a plant, each bargaining committee 
was to have “total membership pro rata to the number of men each 
member represents.” The government furthermore stated that it 
favored “no particular union or particular form of employee organiza- 
tion or representation” and that its only duty was “to secure absolute 
and uninfluenced freedom of choice without coercion, restraint, or 
intimidation from any source.” ** By accepting these terms the A.F. of 
L. surrendered the vital principle of majority rule in favor of the 
concept of proportional representation and also, in effect, conceded 
that the requirements of Section 7(a) could be met by a company 
union as long as the employees had not been coerced into joining it. 

The settlement further provided that the NRA was to set up a 
board responsible to the President, composed of a labor representative, 
an industry representative, and a neutral. It was “to pass on all ques- 
tions of representation, discharge and discrimination,” and its deci- 
sions were to be final and binding on both sides. It was to have access 
to payrolls and lists of “claimed employee representation.” In cases 
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where lists were not disclosed to the employer, there was to be no 
basis for a claim of discrimination, but no such disclosure was to be 
made “without specific direction of the President.” The issue of lists 
was thus compromised. Apparently, although it was not specifically 
stated in the settlement, representation was to be determined by a 
comparison of lists and payrolls rather than by the elections the A.F. 
of L. preferred,** but this comparison was to be undertaken by a 
board responsible to the President rather than by the employers. Also, 
the lists used in discrimination cases were, in effect, to be protected by 
the President. 

As regards the question of seniority, which was closely related to 
the problem of discrimination, the settlement provided that in reduc- 
tion and increases of force, “such human relationships as married men 
with families shall come first and then seniority, individual skill and 
efficient service.” After these factors had been taken into account, “no 
greater proportion of outside union employees similarly situated” 
were to be laid off than of “other employees.” In his amplifying re- 
marks accompanying the settlement, the President declared that “we 
have for the first time written into an industrial settlement a definite 
rule for the handling of reductions and increases of force.” 

Two days after the settlement had been agreed upon, the President 
announced the membership of the new Automobile Labor Board. The 
choice of the union delegation, accepted by the President, was Richard 
Byrd, secretary of the G.M. Truck local of Pontiac. The President also 
accepted the nominee of the employers, Nicholas Kelley, counsel for 
Chrysler, and appointed Leo Wolman to be neutral chairman. Wolman 
was a professor of economics at Columbia and the chairman of the 
NRA’s Labor Advisory Board.*” 

Although some members of the union delegation claimed complete 
victory, Arthur Law of the union group was closer to the truth when 
he stated, “The settlement is not what the boys wanted originally.” *° 
It is true that the unions had made some gains with respect to dis- 
crimination and seniority and that a tribunal had been set up whose 
decisions the employers agreed to accept, but the union delegation, as 
noted, had capitulated on the key issue of representation and collec- 
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tive bargaining. The employers, however, had made it perfectly clear 
that they would not yield on this issue,*’ and thus the alternative was 
a strike or the acceptance of the settlement. 

Green, like Collins, was apprehensive about a strike, believing that 
it would be “tragic in its effects and tragic in its results.” Although 
the display of interest on the part of the Federal Government in the 
problems of the auto workers had proved, as Collins had hoped, a 
decided boon to union organization,** Green knew that the federal 
locals had only approximately thirty-two thousand paid-up members 
in March out of a total of 450,000 factory employees in the main and 
parts plants and that the organization was particularly weak in 
Detroit. The A.F. of L. strength in the industry was, to be sure, 
greater than the figure of paid-up membership might indicate, but 
Green felt himself unable to appraise the number of workers who 
would actually walk out if a strike were called and how they would 
conduct themselves under pressure. Under the circumstances, he pre- 
ferred an imperfect settlement to the risk of losing all in a strike 
against the powerful auto manufacturers.” 

An additional factor in persuading the union representatives to ac- 
cept the settlement was their faith in President Roosevelt. The union 
men who spoke with F.D.R. were impressed with his knowledge of 
labor affairs, his sympathy for their problems, and his assurances that 
the law would be enforced. “He asked us to trust him,” Byrd declared, 
“and we will.” ® 

From the time it began its work on March 29 in Detroit until the 
NIRA was declared unconstitutional on May 27, 1935, the ALB was 
a major factor on the auto labor scene.”’ Increasingly, it became the 
object of A.F. of L. attack, and the A.F. of L. began to attribute its 
difficulties in organizing the auto workers to the influence of the ALB. 
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Differences between the ALB and the A.F. of L. became apparent al- 
most as soon as the Board began to function. The A.F. of L. thought 
that the ALB should proceed at once to deal with the matter of collec- 
tive bargaining, but the ALB assigned a higher priority to the settle- 
ment of the strikes then taking place in the industry and to the 
issue of discrimination. The A.F. of L. was further displeased that in 
dealing with the latter problem, the ALB did not quickly seek to 
ascertain which employees had been discriminated against and to order 
their reinstatement, but rather sought to persuade the auto companies 
to return to their payrolls voluntarily as many men as possible from 
among those who alleged discrimination.” 

The ALB had actually told the auto employers soon after it took 
office to meet with the representatives of “all groups of labor in bona 
fide collective bargaining.” Conferences began to take place coinciden- 
tally with the submission to the ALB by the A-F. of L. of the member- 
ship lists of some of its locals. At the conclusion of one of these con- 
ferences, at the Fisher Body plant in Cleveland, the federal local, 
confusing a mere meeting with the employer as recognition, announced 
that it had been recognized by the management. Antagonized by the 
union claim, E. F. Fisher insisted that the meeting had simply been 
“an informal interview.” The ALB tried to smooth ruffled feelings 
by stating on April 16 that it had begun the process of verifying the 
lists submitted to it and that it was desirable while it was engaged in 
this task for the employers to grant conferences but with the under- 
standing on the part of all concerned that the conferences were not 
to be viewed as involving the recognition of the union “as such,” nor 
were the employee representatives to be regarded as representing any 
employees other than those whom it would be determined they repre- 
sented according to the lists.” 

Following this announcement conferences were resumed at Fisher 
Body in Cleveland, but failing to secure the terms it sought, the local 
went out on strike on April 23. Since the key Cleveland plant made 
body stampings for Chevrolet, Pontiac, and Buick, any prolonged strike 
there would have seriously affected G.M.’s auto production.” 
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The Cleveland strike was quickly followed by strikes at the Fisher 
Body plants in St. Louis, Kansas City, and Tarrytown, none of which 
involved A.F. of L. locals, and by deadlocked negotiations in other 
Fisher Body plants, which did involve the A.F. of L. Collins there- 
fore informed the ALB on April 27 that the federal locals had failed 
in their efforts to bargain collectively with the local managements of 
the various Fisher plants and that the situation could be resolved only 
if the top Fisher management conferred with union representatives.” 

Apparently troubled by the Cleveland strike, G.M. agreed to a con- 
ference but would not permit representatives of the Cleveland local 
to take part unless the Cleveland strike was first called off. At the 
insistence of the A.F. of L., which thought that more was to be gained 
by a conference with G.M. than by the prolongation of the strike, the 
Cleveland local reluctantly agreed on April 29 to return to work. The 
conference was held in Detroit from April 30 to May 2 in the pres- 
ence of the ALB. The basic decision reached was simply that confer- 
ences should once again take place at the local plant level and that 
some of the higher officials of G.M. and such outside leaders as the 
locals desired should participate in at least some of the meetings. Be- 
cause management insisted upon it and the ALB favored it, Collins 
reluctantly agreed that at least in Cleveland and Pontiac represent- 
atives of the various organizations in the plant, including the com- 
pany union, should meet jointly with the management.” 

Conferences were held at various Fisher Body plants, but the A.F. 
of L. was dissatisfied with the results. What was required to strengthen 
its position in negotiating with management, the A.F. of L. there- 
upon insisted, was for the ALB to certify that the A.F. of L. had en- 
rolled a majority of the workers in the fifteen plants for which lists 
had been submitted. The ALB, however, found these lists to be rela- 
tively useless. Not only did the employers challenge the authenticity 
of the signatures on the membership application blanks, but the ALB 
also discovered that ‘‘a substantial proportion” of the claimed mem- 
bers had signed application blanks but had not paid initiation fees or 
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dues and that some of the alleged members belonged to more than one 
organization.” 

As union membership fell off in the months following the March 
25 settlement,” the A.F. of L. more and more saw the ALB and the 
settlement as the source of its troubles in the auto industry. It com- 
plained about the slowness of the Board in arriving at its decisions and 
about the unfairness of some of these decisions. It pointed out that 
even when the ALB found that a worker had been discriminated 
against, it did not order that he be returned to his original job and 
that he receive-back pay. It felt that the ALB was insufficiently con- 
cerned with the alleged efforts of G.M. executives to promote company 
unions in their plants.” Increasingly, also, the A.F. of L. became an- 
tagonistic toward the labor member of the ALB, Richard Byrd. Since 
he had been nominated for his job by the officers of some of the fed- 
eral locals, the A.F. of L. regarded him as its representative on the 
ALB, but the A.F. of L. discovered in June and July 1934 that Byrd 
was actually hostile to the A.F. of L. The A.F. of L. tried in vain in 
July to get Byrd to resign from the Board or to have him removed 
from his post, and Green wished Wolman to know that “under no 
circumstances can we cooperate with the ALB if Mr. Byrd is to remain 
a member.” ”” 

Above all, the A.F. of L. became displeased with the ALB and the 
settlement because it could not reconcile itself to the fact that collective 
bargaining in the automobile industry was to be determined on the 
basis of proportional representation whereas majority rule prevailed, at 
least in theory, everywhere else. Whatever the apparent fairness of 
the idea of proportional representation, Green pointed out, and prop- 
erly so, that it represented “a division and a schism of that united 
front necessary to be represented by labor.” Why should not the 
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President on the basis of Public Resolution 44, approved by Congress 
on June 16, 1934, establish a board for the automobile industry like 
the one he had appointed for the steel industry and order it, as he 
had ordered the Steel Labor Relations Board, to conduct elections on 
the principle of majority rule? The National Labor Relations Board, 
which the President had created on June 29, 1934, to replace the NLB, 
had decided in favor of majority rule on August 30, 1934, in the 
Houde case, which involved a federal local in a parts plant. Why, asked 
the A.F. of L., should this principle not be applied to workers in the 
main plants as well? ® 

The AF. of L. charges against the ALB, although not entirely ac- 
curate, were not without some substance. The ALB did take a long 
time in arriving at its decisions, and in some cases insufficient protec- 
tion was accorded to employees returned to work as a result of its 
rulings.” Byrd did behave improperly, even if the A.F. of L. was 
unjustified in thinking that he was to represent only its interests on 
the Board rather than the auto workers generally. Of course, the 
A.F. of L. complaint about proportional representation was a com- 
plaint against the settlement itself and not properly directed against 
the ALB, which was charged with implementing the settlement. But 
whatever the merits of the A.F. of L.’s brief against the ALB, it was 
in error in assigning its lack of success in the auto industry to the 
ALB. Its difficulties were of a more fundamental nature, and it would 
have been in trouble even if a board more to its liking had been 
established. 

On September 11, 1934, William Green wrote to President Roose- 
velt to announce the withdrawal of the A.F. of L. from the March 25 
settlement. He informed the President that Charlton Ogburn, the A.F. 
of L.’s counsel, had advised him that since the settlement was simply an 
agreement of “no fixed duration of time,” the A.F. of L. could with- 
draw from it by giving notice to the President and the auto manufac- 
turers. Through Secretary of Labor Frances Perkins, F.D.R. requested 
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Green to withhold the letter from publication until he (Green) could 
discuss the matter with Perkins. Perkins, in turn, later asked Green 
not to release the letter until he had talked with F.D.R., but a sub- 
sequent conference with the President did not cause Green to change 
his mind.” 

As a matter of fact the A.F. of L. soon found new reason to be 
displeased with the ALB. On December 7 the Board made public an 
election plan designed to provide each of the plants under its jurisdic- 
tion with a bargaining agency whose membership would be deter- 
mined on the basis of proportional representation. The plan called for 
the division of each plant into voting districts. In the primary election, 
each voter was to nominate one person, who did not have to be an 
employee, to represent his district, and he could, if he desired, “indi- 
cate the group, if any, with which his nominee is identified.” The 
names of the two persons receiving the highest number of votes in a 
district were to appear on the ballot for the final election along with 
their group affiliation, if any had been indicated. The tabulation of 
primary votes would determine the relative proportion of represent- 
atives on the bargaining agency to which each group containing “a 
substantial number” was entitled. Voters who expressed no group afhlia- 
tion for their nominee were to be treated as a single unafhliated group. 
If the representatives victorious in the final election did not provide 
the proportional representation to which a group was entitled on the 
basis of its primary vote, the ALB was to add to the bargaining agency 
a sufficient number of additional representatives from among the 
defeated candidates of that group receiving the highest number of 
votes." 

Quite apart from its attempt to implement a scheme of proportional 
representation, the ALB plan differed markedly from the election pro- 
cedures then being employed by other government labor boards. 
Whereas nearly all other collective-bargaining elections originated in 
a complaint by a trade union that it was being denied recognition, the 
ALB elections were scheduled for all the auto plants, whether organ- 
ized labor desired them or not. Normally, also, the elections involved 
a straight choice between a trade union and a company union, whereas 
in the ALB elections an individual could not vote for an organization 
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at all. Moreover, he was not, strictly speaking, to express his own af- 
filiation, if he had any, but rather the affiliation of his candidate, 
assuming he knew what that affiliation was and was inclined to indi- 
cate it on the ballot.” 

The A.F. of L. was displeased not only for the above reasons but 
also because of its objection to the whole idea of proportional repre- 
sentation, because the elections were to take place on company prop- 
erty, because the first elections were not held in the plants for which 
the A.F. of L. had submitted membership lists, and also because it 
had not been given ample opportunity to criticize the plan in advance. 
It must also have been apparent to the A.F. of L. that if the ALB 
bargaining agencies became the means through which bargaining took 
place in a plant, the auto workers would see no point in paying dues 
to a labor union. The A.F. of L., consequently, advised its members not 
to participate in the elections.” 

In the first eleven elections, all held in Detroit, only 4 per cent of 
the voters indicated that their candidate was affliated with the A.F. 
of L. The A.F. of L. picked up strength outside Detroit, however, 
and ultimately 8.6 per cent of the 163,150 voters in the nominating 
elections designated their candidate as afhliated with the A.F. of L. 
It should, of course, be noted that the elections were held only in 
plants under the automobile manufacturing code, and not in plants 
under the automotive parts and equipment manufacturing code, that 
elections were not held in the Ford plants, where the A.F. of L. was 
weak, or in the Nash, Studebaker, and a few other plants where it was 
strong, and that the A.F. of L. locals made no effort, in most instances, 
to win votes for their people.” 

Not willing to delay the matter any longer, Green wrote to the 
Automobile Manufacturers Association (the NACC took this name on 
August 22, 1934) on January 8, 1935, to announce the A.F. of L. with- 
drawal from “participation in the work and decisions” of the ALB. 
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Acting on the advice of Frances Perkins, he stated that the A.F. of L. 
wished to meet with AMA representatives to agree on a new tribunal 
to replace the ALB. When the AMA refused to confer with him on 
the subject, Green on January 24 publicly announced that the A.F. 
of L. would have “nothing more to do” with the ALB." 

Green naively assumed that the announced withdrawal of the A.F. 
of L. from the settlement meant the ALB would “pass out of the pic- 
ture,” *’ but nothing of the sort occurred. Since a new board was not 
created to replace the ALB, the A.F. of L. federal locals in the main 
plants thus found themselves after January 1935 without a government 
tribunal to which they could take their complaints against their em- 
ployers. 

While the A.F. of L. was having its difficulties with the ALB, steps 
were being taken which led ultimately to the establishment of an in- 
ternational union of automobile workers. The A.F. of L. leadership 
did not, however, move toward this objective with sufficient speed 
to satisfy some of the automobile locals, with the result that they 
themselves initiated efforts to hasten the formation of an international. 
Conscious of the lack of co-ordination among the various federal 
locals, the strong Bendix local sent out a call for a conference of locals 
to be held in Chicago on May 18, 1934. Unionists from eighteen dif- 
ferent locals attended and resolved in favor of the establishment of 
an international. A similar conference, and with a generally similar 
result, was held in Chicago on June 3, this time at the instigation of 
the St. Louis Fisher Body and Chevrolet local.” 

Collins’ reaction to these unauthorized actions by the federal locals 
was to suggest the calling of a meeting of the auto locals to bring into 
the open the “underground discussion” of an international and to ex- 
pose the persons involved and the methods being employed. Green, 
however, counseled him against this proposal. It would be better, he 
suggested, to call a national conference to discuss “a specific construc- 
tive program.” The best way to convince the workers that they were not 
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yet ready for an international was to make them aware of the size of 
the organizing task before them.” 

Following a meeting with Green, Collins began to lay plans for a 
conference of auto locals on June 23-24 for the purpose of setting up 
a national council to serve principally as an advisory agency to the 
national representative of the A.F. of L. in the auto industry. The 
council, as Collins envisioned it, would include eleven members elected 
by the delegates and apportioned among the locals on a geographical 
basis, would meet only at the call of the national representative, and 
would aid him in his organizing work. In advance of the conference, 
Collins worked out the bylaws of the council and the chief resolutions 
to be passed. 

One hundred and twenty-seven delegates representing seventy-seven 
locals gathered in Detroit on June 23 for the two-day conference.” 
The key question they considered was whether to accept Collins’ plan 
for a weak national council or to resolve in favor of the establishment 
of an international. Those who were inclined in the latter direction 
were by no means agreed as to the method of reaching their goal. One 
group, which included the delegates from the powerful Hudson local, 
accepted the idea of a council but wanted it to appoint its own chair- 
man and to develop a program for the establishment of an interna- 
tional at the earliest possible moment. The Hudson local was resentful 
of the tight control the A.F. of L. leadership exercised over its federal 
locals and feared that it would be ordered to surrender the skilled 
workers among its members to the craft unions. Richard Byrd was 
covertly associated with this group. 

A second group, which included delegates from the South Bend and 
Fort Wayne locals, wished the A.F. of L. Executive Council to pro- 
vide for the prompt establishment of an international. The third group, 
led by Communists and fellow travelers like Wyndham Mortimer, 
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the president of the White Motor local and later a UAW vice-president, 
and taking a position which paralleled the Communist line, was openly 
critical of the A.F. of L. and called for the prompt establishment of 
an international, industrial union controlled by the rank and file. 

William Green, who was present at the conference and was painfully 
aware that the auto locals at that time had only about eighteen thou- 
sand paid-up members, told the delegates that the A.F. of L. would set 
up an international as soon as the auto workers had created “a perma- 
nent, self-sustaining organization,” but that at the moment “a slower 
approach” was needed. The resolutions committee thereupon recom- 
mended nonconcurrence with the various resolutions calling for an 
international, and this was accepted by the convention over the op- 
position of fifty delegates. The committee then secured the confer- 
ence’s approval of Collins’ project for a United Automobile Workers 
National Council. 

When this action was taken, about twenty-five delegates, headed by 
Arthur Greer, the president of the Hudson local, bolted the confer- 
ence. This act of defiance took on added significance several weeks 
later when the Hudson, G.M. Truck, and Olds (Lansing) locals 
seceded from the A.F. of L. to form the Associated Automobile Work- 
ers of America. The AAWA complained about the “dictatorial” meth- 
ods of the A.F. of L., its high dues, and its criticism of Richard Byrd, 
and insisted that an organization led by workers in the plants was 
more likely to succeed in the automobile industry than one dominated 
by “outside” leaders.” 

The National Council created at the June conference met on only 
three occasions, and it did not play a particularly important role in 
the development of organization in the auto industry.’® Certainly, its 
existence did not satisfy those auto workers bent on the early formation 
of an international, and particularly the leaders of the nine auto locals 
in Cleveland, which had formed the Cleveland auto council in good 
part to promote their desire for an international, industrial union 


7 Chalmers, “Collective Bargaining,” IX, 13-17; Detroit Free Press, Aug. 4, 5, 7, 9; 19343 
Detroit News, Aug. 5, 7, 8, 1934. Greer was later accused of being on the Pinkerton payroll and 
thereupon left the labor movement. Doll interview, Dec. 17, 1957; J. Raymond Walsh, C.I.0.: 
Industrial Unionism in Action (New York: W. W. Norton and Company, 1937), p. 110. 

76 The first session of the National Council (July 9-14, 1934) was mainly concerned with 
relations between the A.F. of L. and the ALB. Official Proceedings of First Session, National 
Council, Brown Collection. The chief interest of the second session (Aug. 28-31, 1934) was 
the renewal of the auto code. The Second Session of the National Council of United Auto- 
mobile Workers Federal Labor Unions, Aug. 28-31, 1934, thid. For the third session (Feb. 
23—Mar. 2, 1935), see below. 





United Automobile Workers 275 


under rank-and-file control. Although the Cleveland locals were by 
no means Communist unions, persons like Wyndham Mortimer, the 
president of the Cleveland auto council, exercised a conspicuously 
large influence in their deliberations. 

The Cleveland locals, and especially those at the White Motor 
Company and Fisher Body, were primarily responsible for the con- 
vocation of three self-styled rank-and-file conferences to promote the 
development of an international. These conferences were held in 
Cleveland on September 16, in Flint on November 10, and in Detroit 
on January 26. Although the Cleveland leadership insisted that the 
movement was “not a split-off from the A.F. of L.,” the calls to the 
conferences and the resolutions passed were critical of the “false poli- 
cies of the top officialdom” of the A.F. of L. and particularly of the 
AF. of L.’s cautious strike policy. The conferences all passed resolu- 
tions calling for the establishment of an international, industrial union 
under rank-and-file control.” 

The A.F. of L. responded to this pressure by informing the auto 
workers that the conferences were called without the authorization of 
the A.F. of L. and were the result of Communist activity and by 
criticizing the “Communistic propaganda” that issued from the meet- 
ings.’ The A.F. of L. might well have paid heed to the fact that 
whether Communist-influenced or not, the demand for a complete 
industrial jurisdiction for the auto-workers’ union and for rank-and- 
file control struck a responsive chord among organized auto workers, 
the vast majority of whom were not Communists. 

President Green, in particular, thought the demand for the prompt 
establishment of an international premature. He had insisted from the 
start that the creation of an international could not be considered 
until the workers had gained more experience and had developed ef- 
fective leadership and until the A.F. of L. was assured that the organ- 
ization would be “self-sustaining,” conditions that in his opinion had 
not yet been met. He was particularly annoyed with those who thought 
that the mere establishment of an international would solve the or- 
ganizational problems in the auto industry. With considerable insight 
into the shape of things to come, he wrote to Carl Shipley on Novem- 
ber 26, 1934: 
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You seem to think that the establishment of a national or international union 
among the automobile workers would solve all your difficulties and bring about 
a perfect, ideal state. Please accept this prediction from one who has had training 
in a wide field of organizing work. When a national or international union of 
automobile workers is formed, you will still find that the ideal state has not been 
reached; that condemnation will be indulged in by impetuous members, that 
serious internal problems will be presented, and fights of the most bitter kind take 
place between those who seek to secure and exercise control over the international 
union.”® 





The subject of an international union of auto workers received at- 
tention at the annual A.F. of L. convention of October 1934 in San 
Francisco. Resolutions were introduced by a delegate from the White 
Motor local importuning the convention to call a constitutional con- 
vention of the auto locals not later than December 1, 1934, to complete 
the formation of an international, and by a delegate from the Bendix 
local empowering the Executive Council to establish an international 
with complete industrial jurisdiction, directed by men selected from 
the ranks, and advised by and receiving the financial support of the 
A.F. of L. The convention, however, approved the report of its Com- 
mittee on Resolutions, which directed the A.F. of L. to issue charters 
for internationals in several mass-production industries, including the 
automotive, with the A.F. of L. for a probationary period to direct 
their policies, administer their affairs, and designate their officers. The 
question of the jurisdiction of the auto union was inconclusively de- 
bated, although craft unions like the IAM made it clear that they 
expected their jurisdictions to be respected.” 

The question of implementing the decision of the San Francisco 
conference as regards an auto international was discussed by the 
Executive Council at its meeting in Washington of January 29— 
February 14, 1935. A committee of three members of the National 
Council was present to recommend that a convention to launch an 
international be called during the slack season on a date set by Green. 
By a vote of 12-2, with John L. Lewis in the minority, the Executive 
Council instructed the president and the secretary to issue a charter 
“at once” for a national or international “to embrace all employes 
directly engaged in the manufacture of parts (not including tools, 
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dies and machinery) and assembling of those parts into completed auto- 
mobiles but not including job or contract shops manufacturing parts 
or any other employe engaged in said automobile production plants.” 
This left the projected union with only a semi-industrial jurisdiction 
and was hardly designed to satisfy auto unionists who thought their 
union should include all workers in and around the auto plants re- 
gardless of their craft. The Executive Council also stipulated, as the 
San Francisco resolution required, that for a temporary period to be 
determined by the Executive Council the officers to function under 
this charter were to be designated by the president of the A.F. of L.*! 

By the time the National Council convened on February 23 to hear 
the report of its three-man committee, the issue of a general strike in 
the auto industry had become intertwined with the question of the 
establishment of an international. The A.F. of L. leadership had ac- 
tually realized for some time that there was no hope of persuading 
G.M. or Ford to bargain without a “show of force,” but the same 
doubts lingered as to the ability of the auto locals to strike the giants 
of the industry.” The matter was given an added urgency at the close 
of January 1935 when the administration renewed the auto code with- 
out bothering to consult the A.F. of L. and, rubbing salt in the A.F. 
of L.’s wounds, included in the code a confirmation of the March 25 
settlement.* This prompted the A.F. of L. to talk as though it would 
seek to gain by the exercise of its economic power what it had failed 
to achieve as the result of its political weakness. 

When President Green arrived in Detroit on February 23 for the 
major address of a tour of the auto centers on which he was then 
engaged, he told reporters that a strike was not contemplated, but he 
intimated to the audience that heard his address that the A.F. of L. 
would not halt a strike if results could be obtained in no other way.* 
While in Detroit Green also conferred with the National Council and 
received its approval of the Executive Council’s decision as regards an 
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international. At the same time the National Council advised the 
Cleveland locals, which were pressing for a constitutional convention, 
that in view of the “tense situation” in the industry, the Council 
realized the need for A.F. of L. support and had therefore asked that 
the charter be held in abeyance for the time being. 

The Council also discussed the question of a general strike and 
decided to designate the A.F. of L. as its bargaining agent and to 
authorize Green to represent it in negotiations with management. The 
federal locals were requested to grant Green similar authority and to 
take strike votes which would authorize him to call a strike through 
the National Council if the employers refused to accede to demands 
to bargain collectively.” 

Green thereupon wrote to the AMA on February 27 requesting a 
conference to negotiate an agreement respecting wages, hours, and 
working conditions. Alfred Reeves, vice-president and general man- 
ager of the AMA, replied on March 7 that the AMA was not itself an 
employer and therefore had no occasion to bargain with workers or 
to arrange such conferences as Green suggested. The individual AMA 
members, he said, negotiated regularly with the ALB bargaining 
agencies and would also meet with other duly accredited represent- 
atives. Reeves quite correctly insisted that the A.F. of L. had “no just 


dob 


claim to be spokesman for the automobile workers generally.” “ 

Green responded to this refusal by requesting conferences on be- 
half of their employees with the individual employers who made up 
the AMA, but in a typical reply, he was informed that insofar as 
representatives of “special groups” were “duly accredited” they could 
take up “suitable questions” with the management “in the regular 
way.” The stage thus seemed to be set for a strike, and Dillon had 
already let it be known that all but a few of the 176 auto locals had 
authorized strike action. But Green had no intention of permitting a 
strike to be called. Ever conscious of the weakness of the auto locals, 
he had told the president of one of the locals as early as February 7 
that a strike did not fit in with the A.F. of L.’s plans, and he later 
informed the Executive Council: “They wanted to engage in a gen- 
eral strike but I stopped that. I said, you are in no position to engage 
in a general strike.” In the last analysis, the strike drive, as one auto 
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executive stated, was simply an “A.F. of L. sales promotion cam- 
paign.” ** 

Although the A.F. of L. itself was reluctant to call an auto strike, 
the powerful Toledo local, which had won a bitter battle against the 
major Toledo parts plants in April-May 1934, decided to test its 
strength against G.M. itself by calling a strike at the Toledo Chevrolet 
plant on April 23.“° The plant was a key one since it was the only one 
in the G.M. empire that made Chevrolet and Pontiac transmissions. 
G.M. was able to transfer the manufacture of Pontiac transmissions 
to its Buick plant, but the stoppage of the production of Chevrolet 
transmissions, plus some sympathy strikes, soon resulted in the idling 
of thirty-two thousand workers over the country, mostly in Chevrolet 
assembly plants and in Fisher Body plants making Chevrolet bodies. 

Dillon arrived on the scene on April 26, and from that date till the 
strike was called off on May 13, the A.F. of L. “ran the Toledo strike.” 
The union was striking for a signed agreement and recognition as the 
exclusive bargaining agency for the employees. The militant strike 
committee, which included some delegates who were very far to the 
left, sought to encourage other G.M. locals to join the strike and to 
pursue a common strike policy, but Dillon held such key unions as 
the Buick local in line and then used every ounce of his influence to 
secure acceptance of a settlement in which G.M. agreed to deal with 
the union’s shop committee and made other important concessions 
but which did not recognize the union as the exclusive bargaining 
agency and, above all, did not include a signed agreement. The Toledo 
local was antagonized by Dillon’s action,” but nevertheless an impor- 
tant, if limited, victory had been won over a powerful antagonist. 

The Toledo Chevrolet strike dealt a smashing blow to the prestige 
of the ALB, which had been excluded from the strike picture from 
beginning to end. It was clear, moreover, that no ALB bargaining 
agency was to be set up in the Chevrolet plant. Even the business 
press conceded that the A.F. of L. had staged a comeback in the auto 





87 Green to Chapin ef al., Mar. 18, 1935, John T. Smith to Green, Apr. 17, 1935, Green 
Letterbooks; The New York Times, Apr. 10, 1935; Green to Shipley, Feb. 7, 1935, A.F. of L. 
Strike File, Local 18347; Executive Council Minutes, Apr. 30—May 7, 1935, Auto Workers 
File, 1935-37; Iron Age, CXXXV (Mar. 7, 1935), 37. 

88 My account of the Toledo strike is based principally on the following: A.F. of L. 
Strike File, Local 18384; Dillon to Officers and Members UAW, May 17, 1935, Dillon File; 
G.M., Labor Relations Diary, Sec. I, pp. 54-63; Strike Truth, Apr. 26, May 7, 1935; Chalmers’ 
analysis of the Toledo strike, Apr. 24, 29, May 16, 17, 18, 1935, MS in Brown Collection; 
Chalmers, ‘Collective Bargaining,” XII, 1-42; Toledo News-Bee, Apr. 22—May 15, 19353 
Toledo Morning Times, Apr. 23—May 15, 1935; Toledo Blade, Apr. 23—May 15, 1935. 

89 William K. Siefke to Green, May 24, 1935, Green Letterbooks. 
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industry when it appeared to be on the ropes. Moreover, the Toledo 
settlement led to further negotiations in May and June between G.M. 
executives and Dillon in Cleveland, Norwood, Atlanta, Janesville, and 
Kansas City, in which G.M. agreed to deal with the union shop com- 
mittees. Dillon informed Green that G.M. had acknowledged the 
“fundamental fallacy” of the company union and had recognized the 
AF. of L. as a “legitimate bargaining agency.” °° 

The Toledo strike was a fitting prelude to the establishment of an 
international union of auto workers. Green, armed with an Executive 
Council authorization to the Federation’s officers to form the interna- 
tional when in their judgment it was “appropriate and convenient,” 
conferred with Dillon on the subject on June 17, 1935, following which 
Dillon announced that preparations would be made for a convention 
beginning August 26 to launch an international union. The replies to 
a questionnaire sent out by Green to the various auto locals on June 
19 indicated overwhelming support for the idea.”" 

A portent of what was to come, however, if the charter approved 
by the Executive Council was applied to the auto workers, was re- 
vealed in a letter of May 27, 1935, to John L. Lewis from Carl Shipley, 
long an advocate of an international union with an out-and-out indus- 
trial jurisdiction. Dillon, he reported, had told him the craft unions 
would claim the skilled workers in the federal locals. “We say like 
h—— they will and if it is ever ordered and enforced there will be 
one more independent union.” “If you have to follow through to a 
split which we don’t want only as a last resort, I believe,” Shipley ac- 
curately predicted, “it will be an easy matter to get the Automobile 
Industry, because now they are discontented. . . . Are they [Executive 
Council | going to loose [sic] this chance to organize America because 
of Craft Jealousies?” * 

At the time the auto workers’ constitutional convention opened in 
Detroit, the total paid-up membership in the auto locals was 25,769, 
short of the thirty thousand Green thought necessary for a self-sustain- 
ing organization.”® The paid-up total was approximately 6 per cent 





90 Business Week, May 18, 1935, p. 9; Iron Age, CXXXV (May 23, 1935), 41; Dillon to 
Green, May 17, 23, 31, June 10, 1935, Dillon File. 

91 Executive Council Minutes, Apr. 30—May 7, 1935, Auto Workers File, 1935-37; Dillon 
press release, June 18, 1935, Dillon File. Only 28 of the 107 locals to which the questionnaire 
had been sent responded, but these locals represented 16,143 of the 35,228 paid-up members 
as of that date; 98.1 per cent favored an international. Green to Automobile Workers Federal 
Labor Unions, June 19, 1935, “Automobile,” July 12, 1935, CIO Historical File, Reel 1. 

92 Shipley to Lewis, May 27, 1935, A.F. of L. Strike File, Local 18347. 

93 “Automobile Workers Unions Affiliated with the A.F. of L., Aug. 23, 1935,” CIO His- 
torical File, Reel 1; Executive Council Minutes, Apr. 30—May 7, 1935, Auto Workers File, 
1935-37- 
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of the four hundred thousand workers then in the industry. An equal 
or perhaps larger number of workers, concentrated largely in Detroit, 
were enrolled in the so-called independent unions, the Mechanics 
Educational Society of America, the Associated Automobile Workers 
of America, and the Automotive Industrial Workers Association,”* 
the latter two of which were to join the auto international in 1936. The 
strength of the A.F. of L. was almost entirely outside Michigan. There 
were only 1,455 paid-up members in the various Detroit locals and 
another 636 members in Michigan locals outside Detroit. The real 
power of the organization was concentrated in the White Motor local 
in Cleveland, the Toledo local, the Fisher and Chevrolet local in 
Norwood, the Studebaker and Bendix locals in South Bend, the Nash 
locals in Kenosha and Racine, and the Seaman Body local in Mil- 
waukee.” These were, in the main, locals that were committed to a 
more militant policy than that pursued by the A.F. of L. and were 
determined to resist any raids on their membership by the craft unions. 
It was principally the delegates from these locals who formed the 
“progressive” bloc that led the fight on the floor of the drama-packed 
convention to extend the jurisdiction granted by the charter to en- 
compass all auto workers and to permit the delegates to elect the new 
international’s officers. 

In the end, however, the charter remained intact, and Green, ignor- 
ing the expressed desire of a majority of the delegates, personally 
selected the officers, including Francis Dillon as president. The con- 
vention thereupon elected a committee of seven to go before the 
Executive Council and the next annual A.F. of L. convention to gain 
the right for the new international to organize any automobile work- 
ers and to elect its own officers.” The committee failed to win its 
points,”” but by the time the UAW met in convention in South Bend 
in April 1936 it had been authorized to elect its own officers. To win 
the jurisdiction it sought, however, the UAW found it necessary, as 
Shipley had predicted, to leave the A.F. of L. It associated itself with 





94 The AIWA grew out of the ALB bargaining agency at the Dodge plant and then 
spread to other plants and particularly to other Chrysler plants. Proceedings of the Second 
Convention of the International Union, United Automobile Workers of America, 1936 
(Detroit, n.d.), pp. 138-44; Frankensteen interview, Apr. 10, 1957. The MESA was an or- 
ganization of skilled tool and die makers, although it also included some production workers. 

95 “Automobile Workers Unions Affiliated with the A.F. of L., Aug. 23, 1935," CIO Historical 
File, Reel 1. 

96 For accounts of the conference, see Proceedings of the First Constitutional Convention of 
the U.A.W., passim; Edward Levinson, Labor on the March (New York: University Books, 
1956), pp. 88-93; Detroit News, Aug 25—Sept. 1, 1935. 

97 A.F. of L., Report of Proceedings, 1935, pp. 95-96, 283-85, 729-50, 824-25. 
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the new Committee for Industrial Organization in 1936, and it was 
one of the unions expelled by the A.F. of L. in 1938. Thus, although 
the A.F. of L., however inadequate its efforts, had succeeded during 
the years 1933-1935 in making independent unionism an established 
fact in the automobile industry, the fruits of its organizing work were, 
in the last analysis, to be gathered by a rival organization. 

Swwney Fine, University of Michigan 





Variations in Economic Growth and 
Banking Developments in the United States 
From 1835 to 1885* 


I 


AKEN as a whole the half century from 1835 to 1885 was a period 

of substantial economic growth in the United States. The popula- 
tion increased nearly fourfold, or at an annual rate in the neighborhood 
of 244 to 234 per cent per year. Estimates of the national income show 
a figure at the end of the period six- or sevenfold as large as that at 
the beginning, the equivalent of an average growth rate of about 3¥, 
to 4 per cent per year. A crude available estimate of national wealth 
suggests about a tenfold change, or an annual growth averaging close 
to 5 per cent. These growth rates for income and wealth do not need 
to be adjusted downward for price changes, because the available 
wholesale price indexes suggest that in the middle of the 1880's the 
price level was a little lower than in the middle of the 1830's." The 
figures are not to be taken as first class statistical data. They merely 
indicate the apparent order of magnitude of the degree of growth. 

Economic growth during this half century was far from steady. In 
fact, the period covers the two most serious and prolonged depressions 
in the history of the nation other than that of the early 1930's. In addi- 
tion, there was the upheaval of war with its price inflation and de- 
flationary aftermath, and throughout the remainder of the period 
variations of the sort described as business cycles by the economists 
of the National Bureau of Economic Research. 

The phenomena of business fluctuations, as described and measured 
by business cycle analysts, are in part monetary valuations, such as 
prices, value of output, and value of sales; and in part physical quanti- 
ties, such as goods ordered, produced, or transported, or price-deflated 
series, representing weighted averages of collections of physical meas- 
urements. The physical quantities and price-deflated series, when com- 
pared with trends, represent variations in the rate of economic growth; 


* Presented at the Twenty-Seventh Annual Conference of the Southern Economic Associa- 
tion, Memphis, Tennessee, November 8, 1957. 
1 All computations are from series published in Historical Statistics of the United States, 
1789-1945 (Washington: Bureau of the Census, 1949). 
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and such variations may differ in degree, and even in direction, from 
series representing monetary evaluations. However, for the most part 
there is a general similarity of timing in the upswings, downswings, and 
turning points of the two sets of variables.” Consequently, a theory of 
causation of business fluctuations is also a theory of causation of the 
major observable deviations from a long-term or average rate of eco- 
nomic growth. 

The objective of this paper is an exploratory scanning of the half 
century in the light of the hypothesis that banking and monetary de- 
velopments should be regarded as the primary causal element in the 
kind of variations in the growth rate of the economy that we have 
become accustomed to talk about as business cycles or business fluctua- 
tions. This hypothesis, I would suggest, warrants far more consideration 
than has been given to it hitherto by business cycle analysts, economic 
historians, and other economists delving into the record and theory of 
business fluctuations or that of economic growth. It is the oldest and 
most persistent theory of the causation of business fluctuations in a 
money-using society; it is a hypothesis clearly stated by numerous 
outstanding economists and other observers of economic affairs 
throughout the nineteenth century; and much of the current emphasis 
on and controversy about monetary policy obviously rests on an expli- 
cit or tacit acceptance of its validity. In addition, the half century from 
1835 to 1885 is a particularly interesting period to look at in the light 
of this hypothesis because of the variety of factors which had great 
effects upon the nation’s circulating medium. 

In our reconnaissance of this period, let us first look at a statement 
of the hypothesis we are using by Amasa Walker, who may be con- 
sidered the foremost American economist of that period. His book, 
The Science of Wealth: A Manual of Political Economy, was published 
in 1866. In this book the circulating medium provided by banks that 
hold assets consisting in part of specie and in part of loans was de- 
scribed as a “mixed currency”; and when Walker talked about a “mixed 
currency” he included deposits, of which he spoke as follows: 





Our analysis of mixed currency will be far from complete, if we do not give a 
full description of the origin and character of deposits, as forming an element 


2It may be noted, as an illustration, that of the eight selected statistical indicators of 
business cycle turns classified as “roughly coincident” with the turns by Geoffrey H. Moore, 
four are value series and four physical quantity series. Geoffrey H. Moore, Statistical Indicators 
of Cyclical Revivals and Recessions (Occasional Paper 31, National Bureau of Economic Re- 
search, Inc., 1950). 
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most dangerous to such a currency, and generally very mysterious in the popular 
understanding. 

In the currency of the United States, deposits constitute the largest item, con- 
siderably exceeding the circulation. . . * 

Deposits are an instrumentality by which by far the greatest amount of values 
are transferred in commercial centres. They discharge debts, purchase commodi- 
ties, and perform all the functions of currency.* 


Then he goes on to raise the question: 


Does a mixed currency satisfactorily perform the functions of money? Those 
functions are as already stated,—to act as a medium of exchange, and to be a 
standard of value. 

Does a mixed currency perform them well? We answer, no.® 


Walker continues with a long description of the tendency of banks 
to expand, and then, when an adverse balance of trade or other cir- 
cumstances draws specie from the banks, to contract; and he adds: 


It should be borne in mind that these contractions and expansions are not 
imaginary, not possible only, not merely occasional, nor at all local, but occur 
frequently and everywhere within the field of such a currency. 

It is commonly said that the banks only increase their issues as demanded by the 
wants of trade; that they extend their credits, because the public require them as 
business facilities. 

If this were true, it would be of no consequence in the discussion. . . 

But it is not true. The movement always commences with the banks. When, by 
a monetary revulsion, their circulation and deposits have been reduced so low 
that they feel safe in commencing another expansion, the panic being over, the 
banks begin to offer extraordinary inducements to their customers to borrow 
money. They will discount all good paper offered, even if it has a long time to 
run. It is not uncommon, at such times, to solicit the privilege of making loans. 
As soon as this state of things takes place, all business men begin speculative 
operations; for prices have begun to rise. Speculation will give a still greater rise 
to prices, and cause a still greater demand for currency. The expansive force is 
now in full operation, and is sure to increase in power till by revulsion the equili- 
brium is restored. 

But it may be asked, are there not natural tides in business, irrespective of a 
mixed currency? Certainly; but they are never aggravated or intensified until 
they end in panic or ruin. . . . When they occur, money will be wanted to pay 
debts; but, when one debt is paid, there is just as much money as before with 
which to pay others. The pressure does not annihilate any part of the currency.® 


3 Amasa Walker, The Science of Wealth: A Manual of Political Economy (1866), p. 148. 
4 Ibid., p. 152. 

5 Ibid., p. 155. 

6 Ibid., pp. 159-160. 
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This hypothesis, when it is elaborated, divides into two parts: one 
pertaining to the relation of variation in the quantity of circulating 
medium, particularly the portion provided by banks, to business con- 
ditions; the other pertaining to the forces dominantly influencing the 
behavior of banks. 





II. 


To investigate with reasonable care the first part of the hypothesis 
with which we are dealing, we need better and more statistical data 
than are now available. In fact, our organized data for the period from 
1835 to 1885, both with respect to the circulating medium and with 
respect to measures of output or other indicators of the timing and 
severity of business fluctuations, are meager. However, sufficient in- 
formation is available to show the major periods of expansion and 
contraction of the circulating medium and of business upswing and 
downswing. 

Table 1 gives annual figures of bank circulation and deposits for the 
years from 1835 to 1859 from Amasa Walker’s Science of Wealth, to- 
gether with estimates, recently prepared by Milton Friedman, of 
adjusted deposits and currency held by the public for the years from 
1875 to 1885. The severity of the fluctuations is striking, and the pe- 
riods of monetary expansion and contraction conform, in a general way, 
with the periods of prosperity and depression noted by economic 
historians and writers on business fluctuations in the nineteenth cen- 
tury. But these data do not give us any clue to the validity or invalidity 
of Walker’s assertion that the trouble always starts with the banks. 
Data for periods of time shorter than a year are necessary to see 
whether variations in circulating medium lead or lag business devel- 
opments. 

Several years ago I attempted to locate monthly or quarterly data 
for bank circulation and deposits which might be compared with the 
business cycle reference dates of the National Bureau of Business 
Research. Data obtained for the period from 1835 to 1885 are shown 
in the second table. These results are tentative and preliminary. It was 
not possible at that time, nor since, to pursue the study far enough 
to make use of all of the data which our information indicated could be 
obtained, nor to subject the data which were obtained to as close 
scrutiny as is desirable. 
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TABLE I 


BANK CIRCULATION AND DEPOSITS IN THE UNITED STATES, ANNUALLY 
1835-1859, AND 1875-1885 


Date 


Amount 





Millions of 
dollars a 


Percentage change 
from preceding year 


Per capita 





Dollars b 


Percentage change 
from preceding year 





Jan. 

1835 
1836 
1537 
1838 
1839 
1840 
1841 
1842 
1543 
1844 
1845 
1846 
1847 
1848 
1849 
1850 
1851 
1552 
1853 
1854 
1855 
1856 
1857 
1858 


1859 


Aug. 
1875 
1876 
1877 
1878 
1579 
1880 
1881 


2,532 
2,505 
2,435 
2,327 
2,519 
2,871 


3,456 


-2.8 
—4.4 

8.3 
14.0 
20.4 


$12.40 
16.53 
17.42 
12.30 
13.49 
10.63 
9.70 
7.96 
6.01 
8.13 
8.77 
9.71 
9.20 
10.49 
9.06 
10.32 
11.79 
13.17 
13.52 
14.76 
13.77 
14.46 
15.33 
11.42 
14.73 


56.18 
$4.33 
51.65 
48.30 
51.19 
57.12 


07.05 


6.3 
33-3 
5-4 
-29.4 
9-7 
-21.2 


-8.8 


—4.9 
-6.5 
6.0 


11.6 
17.4 


® The figures for 1835-1859 are from Amasa Walker, The Sctence of Wealth: A Manual 
of Political Economy (Boston: Little, Brown and Co., 1866), p. 161. The figures are described 
by Walker as “collected, as nearly as possible, from the returns made at the beginning of the 
years mentioned.” For 1875-1885, unpublished provisional figures were prepared under the 
direction of Milton Friedman for the National Bureau of Economic Research (used with per- 
mission). Figures for the years 1860-74 are omitted because estimates of comparable relia- 
bility are not available. 

b This column is computed from amounts and population for July 1 from Historical Statistics 


of the United States, 


1789-1945 (Bureau of the Census), p. 26. Walker, The Science of 


Wealth, also gives per capita figures (slightly different) for selected years of the period. 
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Amount Per capita 








Millions of Percentage change Percentage change 
dollars a from preceding year Dollars » from preceding year 





67.11 
70.50 
68.58 
68.90 


TABLE 2 


PEAKS AND TROUGHS IN BUSINESS AND IN CIRCULATION AND DEPOSITS 
OF BANKS IN THREE LEADING STATES, 1836-1867, AND 
IN NATIONAL BANKS, 1867-1885 





Bank circulation and deposits a 





Percentage change 
Approximate turning from preceding Business cycle 
point dates turning point b reference dates ¢ 





New York, Pennsylvania, 

and Virginia 
Peak Jan. 1836 Peak May 
Trough Jan. 1838 Trough April 
Peak Jan. 1839 Peak Jan. 
Trough July 1842 Trough March 
Peak Nov. 1845 Peak Nov. 
Trough Aug. 1846 Trough Aug. 
Peak Aug. 1847 3 Peak Oct. 
Trough July 1848 Trough Aug. 
Peak March 11853 Peak Dec. 
Trough Jan. 1855 Trough Dec. 
Peak March’ _11857 " Peak June 
Trough Jan. 1858 Trough Dec. 
Peak Sept. 1860 Peak Oct. 
Trough June 1861 Trough June 
Peak March 1865 127 Peak April 
Trough March 1867 -16 Trough Dec. 


4 All computations and dates are tentative and subject to revision. 

b These figures are adjusted for growth at 5 per cent per year. 

¢ Arthur Burns and Wesley Mitchell, Measuring Business Cycles (National Bureau of Eco- 
nomic Research, 1946), p. 78. For 1836-1853, for which Burns and Mitchell give only the 
year, months shown are based on information in Willard Thorp, Business Annals (National 
Bureau of Economic Research, 1926); Walter B. Smith and Arthur H. Cole, Fluctuations in 
American Business, 1790-1860 (Harvard Economic Studies, 1935); Hunt's Merchants’ Maga- 
zine, and other sources. 

4 These figures are tabulated from statements for each bank as published for Pennsylvania 
and Virginia and summaries published for New York. Data for national banks are added for 
1865 and 1867. Data relate to report dates within the month indicated, or in the preceding or 
succeeding month. 
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Bank circulation and deposits a 





Percentage change 
Approximate turning from preceding Business cycle 
point dates turning point b reference dates ¢ 





All national banks ® 

Trough Oct. 1867 Trough Dec. 1867 
Peak July 1868 3 Peak June 1869 
Trough Oct. 1870 -16 Trough Dec. 1870 
Peak June 1872 II Peak Oct. 1873f 
Trough April 1879 -29 Trough March 1879 
Peak Oct. 1881 34 Peak March 1882 
Trough March _—-1885 -15 Trough May 1885 


€ Circulation plus individual deposits (from data for call dates), is adjusted for cash items 
in process of collection, and for seasonal and intraweekly variation in vault cash on basis of 
estimates by Milton Friedman. 

f This date must be in error. There is much evidence that the peak in business was in the 
autumn of the preceding year. 


The data in Table 2 tend to support, but do not adequately confirm, 
Walker’s thesis as to the timing. There is a preponderance of leadership 
in the peaks and troughs of bank circulation and deposits. But much 
more work needs to be done before we have a satisfactory comparison. 
The dates assigned to the peaks and troughs in bank deposits and 
currency are based, for the most part, on information for four dates a 
year, with less frequent information during the early years of the 
period. The dates of the banking data are not identical in the three 
States, nor even for all the banks within a state; and of course the 
actual peaks and troughs may have been in other months than those 
in which the report dates occur. The business cycle reference dates may 
also be questioned. There seems to be abundant information, for 
example, to indicate that the October 1873 date for a peak in business 
is in error: the peak must have been about a year earlier. 

The conclusion that we may safely draw from the data in these 
tables is threefold. First, there were large fluctuations in the quantity 
of the circulating medium, with periods of varying lengths of sub- 
stantial or very high rates of increase alternating with periods of 
contraction, and these alterations were closely associated with business 
fluctuations. Second, there is enough evidence in support of the hypoth- 
esis that the ups and downs were led by the behavior of the banking 
system to warrant intensive study by historians and economists. Third, 
it is worth taking a look at the other part of the hypothesis, namely, the 
forces dominantly influencing the behavior of the banks and causing 
them to produce large variations in their circulation and deposits. The 
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remainder of this paper will be devoted to a sketch of these forces, as 
I see them after a review, but not detailed study, of the literature per- 
taining to the period. 


II. 


Before turning to specific factors influencing and altering the quan- 
tity of the circulating medium between 1835 and 1885 we should note 
one great difference between the banking and monetary structure 
throughout that period and the monetary system of recent decades. 
This is the absence of a central bank and the accompanying difference 
in character of the legal reserves of the commercial banks. Under our 
present system monetary policy is exercised chiefly through various 
instruments—such as open-market operations, changes in percentage 
reserve requirements, and changes in discount rates—by which the 
central bank authorities control the member bank reserve balances at 
the Federal Reserve Banks. During the half century with which we are 
concerned here, and also in subsequent years until establishment of 
the Federal Reserve System, the corresponding equivalent of member 
bank reserve balances was the holdings of reserves by individual banks 
in the form of lawful money, with the required reserve ratios fixed by 
statute. Lawful money consisted of specie, either gold or silver, and after 
1861 United States notes commonly known as “greenbacks.” Briefly 
stated, changes in the amount of lawful money held by the banks 
played essentially the same role as a factor underneath the size of the 
nation’s circulating medium or money supply as is now taken by 
central bank policy. Consequently, it is the developments affecting law- 
ful money holdings of commercial banks and the sequential changes in 
the quantity of circulating medium which will be given emphasis in 
this paper. 

In 1835 the second Bank of the United States was reducing its opera- 
tions sharply, and on the expiration of its national charter the next 
year it became a state bank. Persons familiar with the scope of its 
affairs predicted that the necessary reduction in its operations would 
result in a drastic liquidation of bank credit and a serious business 
collapse. But this result did not occur. Instead, there were many new 
banks opened, and a rapid expansion of others, stimulated by the 
obvious need for banking facilities and removal of the restraints exer- 
cised by the operations of the Bank of the United States. 

But though expiration of the charter of the second Bank of the 
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United States did not produce contraction of the circulating medium, 
the banking system received three great shocks in 1836 and 1837. First, 
about the middle of 1836 came the famous “specie circular” requiring 
payments for land at United States’ land offices to be made in specie. 
This tended to pull specie out of the banks into circulation and thence 
into the United States Treasury, consequently reducing the amount 
of bank-held specie until the time of its redeposit in banks by the 
Treasury. Second, under an act of 1836, the Treasury began early in 
1837 to withdraw deposits from the banks, in which its balances had 
been held, for distribution among the States. This also tended to draw 
specie out of the banks into circulation, or at least to disturb the banks 
by shifting specie from those with United States government accounts 
to those with state accounts. Third, large specie exports occurred in 
1836-1837 as a consequence of the United States coinage law of 1834, 
Bank of England policies, and a change in the balance of trade. His- 
torians of financial affairs have generally given more attention to the 
first two of these than to the third; but it is probable that the impact 
of the specie circular and of the distribution of the Federal government 
surplus would have been rather transitory, though severe, had it not 
been for the specie exports. 

The coinage law of 1834 altered the relative values of gold and silver 
in the United States. This led at first to specie imports of gold, instead 
of silver as formerly, and also to exports of silver in exchange for 
gold. The imported gold was in large part drawn from the Bank of 
England, as the chief holder of gold in the world, with most other 
nations on a silver or bimetallic standard. In 1835 imports into the 
United States tended to be checked by a crop failure which reduced the 
favorable balance of trade. But more important, the Bank of England 
became alarmed by the extent of its gold withdrawals, and raised its 
discount rate, which had been at 4 per cent for nine years, to 444 per 
cent on July 21, 1836, and to 5 per cent on September 1 of that year. In 
addition, it refused, late in 1836, to make further discounts on behalf 
of the American firms that had been importing gold. 

The consequence of these developments was a reduction during 
the early months of 1837 of about one-third in the specie holdings of 
banks in the eastern part of the United States, judging from data for 
the banks of New York, Pennsylvania, and Virginia. Under this pres- 
sure, the seaboard banks could not maintain specie payments. New 
York City and New Orleans banks suspended such payments in May 
1837, followed by the banks in the rest of the country. 
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The impact of the suspension of specie payments by banks in 1837 
was vastly different than it had been in 1814. In the earlier period, the 
absence of general banking codes in the states, and the omission of 
definite requirements regarding specie holdings in most of the early 
bank charters, made it possible for banks greatly to expand their note 
issues, and under the impact of wartime financing they did so rapidly. 
By the middle 1830’s most of the states had adopted or were in the 
process of developing general banking codes, with the insertion of pro- 
visions for severe penalties for failure to pay notes in specie, or had 
placed such provisions in bank charters when renewing them or grant- 
ing new ones. Under such provisions, suspension of specie payments 
meant forfeiture of charters, or at least curtailment of business until 
specie payments were resumed. In some cases, the latter was permitted 
by special enactments of state legislatures. Under these conditions, sus- 
pension of specie payments provided relief from an immediate banking 
panic, but led to a process of contraction of the bank-supplied circu- 
lating medium. 

The process of contraction and its heavy downward pressure on 
prices and business activity would naturally last until circulation and 
deposits had been reduced in proportion to the loss of specie, or until a 
lowered price level in comparison with that abroad led to altered trade 
balances and induced specie importations. After such changes, the ratio 
of specie to bank obligations might be high enough to warrant resump- 
tion of specie payments. 

After the 1837 suspension of specie payments, the process of liquida- 
tion was very severe in the leading states, but was checked the next 
year; and by 1839 specie holdings appeared to be sufficient to permit 
resumption of specie payments by many of the banks. But when tried, it 
could not be maintained except in New England, New York, and a 
few other states, largely because of Bank of England policy and inter- 
national gold movements. Between March and November 1839, Bank 
of England specie dropped rapidly; and the discount rate, which had 
been at 4 per cent, was raised to 5 per cent in May, to 54 per cent in 
June, and to 6 per cent in August. This reversed the gold flow in the 
autumn and American banks were in trouble again. Another and 
longer period of contraction followed, accompanied by one of the 
longest serious depressions in the nation’s history—equalled only by 
that of the early 1930's. One of the factors in the situation was the fact 
that the Bank of England, though it reduced its discount rate from 6 to 
5 per cent in January 1840, continued the 5 per cent rate until April 
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1842. This rate, throughout most of the nineteenth century (after the 
English bank restriction period) was high enough to attract gold from 
other countries; and American banks in 1840, 1841, and early 1842 were 
losing specie. But in 1842 and 1843 increased gold supplies became 
available both to the Bank of England and to American banks, and 
recovery from the long depression began. 

Throughout the rest of the 1840’s and 1850’s the amount of circulat- 
ing medium provided by the banks was dominantly influenced by two 
factors: (1) a gradual tendency to expand relative to specie holdings; 
and (2) the amount of specie held. The former appears to have been 
made possible by changes in banking codes, such as authorization of 
note issue on the basis of bonds and mortgages deposited with state 
authorities, with reduction or elimination of required specie holdings 
relative to circulating notes. However, such changes were of minor 
importance with respect to cyclical fluctuations. 

Fluctuations in specie holdings were of more importance in relation 
to business fluctuations. Large variations occurred in the amount of 
specie in the banks, because of continuously changing combinations of 
such forces as the amount of gold production, international gold move- 
ments induced by changes in harvests in Europe or in the United 
States, and movements induced by policies of the Bank of England 
and the Bank of France. Just a few of the most striking changes induced 
by these forces are mentioned here. In the latter part of 1847 gold was 
pulled out of the United States by the Bank of England, when the 
bank rate was pushed to the then unprecedented height of 8 per cent. 
In the early 1850’s large amounts of gold from California came into the 
monetary system, enlarging bank specie holdings as well as spreading 
over the United States and western Europe in the form of gold coins 
in circulation. But by the middle of the 1850’s the annual rate of gold 
production had slackened, while the trend toward use of gold coins 
as pocket currency continued. 

In 1854 and 1855 the Bank of France raised its discount rate, which 
for many years had stood at 4 per cent, and the resulting gold move- 
ments led to increases in bank rate at the Bank of England. These cir- 
cumstances, together with balance of trade changes, resulted in sharp 
variations and a halt in growth in specie balances in American banks. 
But the banks, after several years of prosperity, continued to expand 
their deposits and note issues, though with a lull in 1854. By 1856 some 
of the banks were overextended and highly vulnerable. Under this 
circumstance specie movements became of crucial importance and ap- 
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pear to have been causally associated with the crisis of 1857. The se- 
quence appears to have been a drain to the interior from eastern banks, 
particularly from New York City, in late 1856 and for several months in 
1857. Then, with insolvencies and suspension of specie payments in 
the East, the New York City banks made a successful effort to accumu- 
late specie, drawing it both from the interior and from London in the 
autumn of 1857. Next, the Bank of England made a desperate effort to 
attract gold by raising bank rate as high as 10 per cent (in November 
1857). Finally, the gold of the Bank of England was replenished, 
accomplished in part by the attraction of gold from circulation through- 
out the gold standard part of the world. 

By 1860 and 1861 American banks had again approached their maxi- 
mum expansion on the basis of the gold reserves they were able to 
retain. With the outbreak of war, the Treasury found it necessary to 
make a loan from the banks of Boston, New York, and Philadelphia. 
By the Treasury’s withdrawal of this loan in specie, instead of treating 
the proceeds as deposit accounts in the banks on which checks could 
be drawn, the banks were denuded of their specie and forced to sus- 
pend specie payments, which took place on December 31, 1861. The 
gold loan met only the Government’s emergency requirements, and 
the Treasury began issuing notes in denominations suitable for use as 
currency. Such issues were made legal tender by Congress in March 
1862. The banks, operating under state laws, at first hesitated to regard 
the legal tender notes as the equivalent of specie with respect to their 
legally required specie holdings; but as the war went on, court deci- 
sions and state legislatures permitted them to use the legal tender notes 
in lieu of specie not only in payments but also for specie reserves.’ 
With the development of a premium on gold, most of the specie in 
the nation was exported, at a profit to its owners in terms of legal tender, 
and in large part accumulated in the Bank of England. 

The nature of the monetary system during the Civil War, the pre- 
dominant method of financing the war, and the character of the re- 
lationship between price inflation and the issue of the greenbacks have 
all been widely misunderstood and misinterpreted. By the close of the 
war, the Federal government had borrowed about three billion dollars, 
of which about half a billion was in legal tender notes. The bonds, 
certificates, and notes that were not legal tender were sold in part to 

71In a few places, notably in the branch banks of the State Bank of Ohio, bank supervisory 


authorities did not permit the substitution of “greenbacks” for the specie required to be held 
in the banks’ own vaults. 
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nonbanking investors and in part to the banks. The legal tender notes 
were used to some extent as pocket currency, but tended to accumulate 
in the banks as the banks paid out their own note issues and held the 
greenbacks to meet their “specie” requirements. That is, expansion of 
the greenbacks was followed by expansion of bank holdings of lawful 
money (in lieu of specie), thus permitting the banks to expand their 
deposits and circulating notes, just as in the case of gold coming from 
the California mines a decade earlier. On the asset side, this bank ex- 
pansion took the form, in part, of purchase of bonds and other non- 
legal tender obligations of the Federal Government, and in part of 
increased loans and discounts. 

The approximate peak of the legal tender issues was in midyear 
1864, though the Federal Government debt continued to rise until 
August 1865. And though the National Currency Act—later called the 
National Bank Act—had been passed in 1863, only a comparatively 
small number of national banks were organized prior to 1865. It was 
then, with the tax on state bank circulation becoming effective at 
midyear, that large numbers of banks relinquished their state charters 
and became national banks. 

Establishment of the national banking system did not alter the essen- 
tial character of the banking and monetary structure. Legal tender 
notes continued to serve as bank reserves and as a portion of pocket 
currency, with bank notes and deposits constituting the bulk of the 
circulating medium. However, fixed percentage reserve requirements, 
together with the amount of lawful money the banks were able to 
retain, prevented as much increase in the circulating medium as was 
needed at a time of rapid population growth and industrial develop- 
ment. For several years the reserve position of the banks was under 
severe pressure. Some of the reasons for this appear to have been: 
retirement of part of the greenbacks; movement of legal tender cur- 
rency into southern states, where banks had been destroyed and rela- 
tively few national bank charters were granted because of preference 
to those relinquishing state charters; and the early limitations on 
national bank note issues, both with respect to aggregate amount and 
the proportion issuable in denominations less than five dollars. 

From 1870 to 1872 there was a substantial decline in lawful money 
reserves of the national banks, followed by the panic of 1873. In 1874, 
the insufficiency of reserves was relieved by exempting circulation from 
the lawful money reserve requirements, which to that time had applied 
both to notes and deposits. But the relief was temporary, as the banks 
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could not accumulate additional legal tender notes for use as reserves. 
Nor did they accumulate specie until near the end of the 1870's, though 
a date had been set for the resumption of specie payments by the 
United States Treasury. As long as a premium on gold existed, the 
banks could not increase their reserves by acquiring gold except at a 
price that would lead to a loss, and gold from American mines went 
abroad as an article of export. 

In February 1878 the Bland-Allison Act, requiring the Treasury to 
purchase and coin from two million to four million dollars of silver 
each month, provided some increase in the amount of lawful money 
available for bank reserves and pocket currency. Later in the year, as 
the date for resumption of specie payments approached and the pre- 
mium on gold disappeared, the banks became able to compete with 
other countries in acquiring gold without the prospect of future 
loss. After resumption, fluctuations in trade balances no longer resulted 
in fluctuating exchange rates without gold movements, but resulted 
in gold inflows or outflows, depending on the direction of the balance 
of payments. The fact that resumption of specie payments was accom- 
plished readily was an indicator that the trade balance tended to be 
“favorable.” 

For two or three years after resumption of specie payments, bank 
reserves increased substantially. But after this initial effect—which was 
essentially a redistribution of the world’s monetary gold stock—the 
increase which occurred in lawful money was insufficient to maintain 
continuously an adequate rate of growth in both pocket currency and 
bank reserves. Before the middle of the 1880’s the reserve position of the 
banks was again under pressure, and a business downswing occurred— 
the last in the half century chosen for our exploratory scanning today. 

In conclusion, a brief comment may be made about the world’s 
monetary situation of the 1880's, which continued until the late 1890's. 
The basic situation was an inadequate rate of world gold production to 
give sufficient expansion of gold monetary stocks to provide (a) the 
needed rate of growth in bank reserves in the countries on the gold 
standard, including those with all forms of currency convertible into 
gold in practice, with the reserve percentages required by law or custom 
and banking practices, and (b) the needed growth in pocket currency 
in those countries where the increase in such currency consisted _pri- 
marily of gold coins or certificates or other forms of circulating notes 
backed entirely or primarily by gold. With this underlying condition, 
gold movements resulting from changes in international balances of 
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trade, relative changes in interest rates, changes in the central bank 
rates of England and France, and irregularities in the public demand 
for pocket currency produced sufficient variations in bank reserves to 
induce business upswings and downswings superimposed on a gen- 
erally declining price level. It was this underlying situation that gave 
the impetus to the attempt to develop an international bimetallic 
monetary system, and the attempt in the United States, independently 
of the action of other countries, to provide more basic money through 
limited coinage of silver or limited issue of circulating notes based on 
silver. 

Crark Warsurton, Federal Deposit Insurance Corporation 





Wholesale and Retail Prices in the 
Nineteenth Century 


ODAY’S best-known price indexes for the United States are the 

Wholesale Price and Consumer Price Indexes of the Bureau of 
Labor Statistics, and the Indexes of Prices Received and Paid by Farm- 
ers, issued by the Department of Agriculture. These indexes, however, 
are comparatively new. The “Wholesale Price Index” dates from 1902 
with indexes covering the years 1890-1901.’ The “Consumer Price In- 
dex” is of even more recent origin. Retail food price indexes were 
established on a regular basis in 1901, again with data back to 18go. 
Other goods and services were not added until after World War I, with 
estimates back to 1913 based on special studies in shipbuilding cities. 
The “Index of Prices Received by Farmers” was issued by the Depart- 
ment of Agriculture in 1924 and “Prices Paid by Farmers” in 1928. 
Both of these series were extended back to 1910. 

The indexes of wholesale * and retail prices which we now have for 
the nineteenth century were developed by individual and group re- 
search because of need for quantitative price information, created by 
widespread interest in studies of business cycles and in relative economic 
welfare expressed by changes in the purchasing power of wages. Re- 
cently, interest in the historical record of price movements has been 
stimulated by the development of national income estimates annually 
back to 1800. In this connection, the nature of the available price data 
and price indexes for the nineteenth century was reviewed and sum- 
marized for the 1957 Conference on Research in Income and Wealth.’ 
The major features of that review are discussed in this article. 

No continuous systematic compilation of prices for articles important 
in production and trade or for goods and services bought for daily 
living was maintained in the nineteenth century by any private or 
public agencies. Newspapers and merchants’ “prices-current” contained 
quotations for many important commodities—mostly raw materials— 


1U.S. Department of Labor, Course of Wholesale Prices, 1890 to 1901, Bull. No. 39 
(Washington, D.C., Mar. 1902). 

2 The term “wholesale” is used in the sense of prices charged for sales in large lots, 
usually at the first commercial transaction or in major trading centers, not prices charged 
by wholesalers or similar distributors. 

3 Joint meeting held with the Economic History Association at Williams College, Sept. 4-7, 
1957. 
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but since quotations usually appeared for one day only in each issue, these 
sources can be used only after extensive work of assembly and collation. 
For retail prices, there were almost no comparable periodical publica- 
tions. Even in the early part of the twentieth century, continuously 
compiled price series were limited to retail prices of thirty foods and 
“wholesale” prices of 261 commodities when the Bureau of Labor 
initiated a price collection program on a recurrent basis. 

Contemporary writings contain references to wholesale or retail 
prices for a few specific commodities. These references, however, are 
only incidental and have little practical use for the derivation of con- 
tinuous serics.* One exception was by a commentator on current affairs 
at the beginning of the century, Samuel Blodgett, Jr., who included 
in his Economica a section on “prices current” of improved lands, 
rent, and labor, and sixteen important commodities in five principal 
cities in the United States at five-year intervals from 1785 to 1805.” He 
introduced his price table with a comment that expresses the need for 
price measures and also indicates the practical reasons why regular 
compilations of prices were not undertaken extensively. 


The table . . . showing the variation of money is, next to the GENERAL 
TABLE, not only one of the most important, but cost more time and attention 
to bring it to its present state than either if not all in this book, the general 
table alone excepted; and yet it cannot be made complete as it ought to answer 
all the desirable purposes of a common measure for all estimates of real, instead 
of mere nominal expenditures. ... It is made up from prices current, and 
merchants books, and accounts of sales in every state in the Union. 


Before the work of the Bureau of Labor in 1go1 and 1902, there were 
three main sources of knowledge of price movements available to those 
who needed a historical perspective: the extensive government price 
compilations known as the Finance Reports, the Weeks Report, and 
the Aldrich Reports, all described below. These publications, supple- 
mented by data from newspapers, constituted the chief nineteenth- 
century price data for studies of economic developments until 1929, 
when the International Scientific Committee on Price History was 
organized. This committee’s primary aim was to provide studies of 
commodity prices and wages over long periods. In the United States, 


4 Many references, particularly for the colonial period, are cited in the History of Wages 
in the United States from Colonial Times to 1928, U.S. Bureau of Labor Statistics, Bull. No. 
499 (Washington, D.C., 1929). 

5 Samuel Blodgett, Jr., Economica: A Statistical Manual for the United States of America 
(Washington, D.C., 1806), pp. 141-43. 
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the committee concentrated on prices and has made a significant con- 
tribution to our knowledge of wholesale prices prior to the Civil War. 

The price information collected by Government agencies was ob- 
tained from newspapers in one instance and for the other two studies, 
from records of firms still in existence when the inquiries were under- 
taken. The question whether the “surviving firms” were representative 
of all firms in business during the period under consideration will 
probably never be known with any certainty. Destruction of many 
records of retail stores and producing firms makes it impossible to do 
more than obtain clues from research in accounts that are still in 
existence. 

The studies made under the sponsorship of the International Scien- 
tific Committee exploited various types of documentary material, but 
the sources most frequently used were newspapers containing “prices 
current.” Generally, short time trends in the various markets were 
undoubtedly measured with a fair degree of accuracy by the prices 
published and, for some commodities, newspapers were probably the 
Bible of the trade then, as is true at present. The investigator frequently 
could compare data from several newspapers and evaluate the validity 
of the price changes reported. 

Attempts to produce continuous series of price statistics over long 
periods were complicated by breaks in the sources, changes in basis of 
quotation, change in description and similar factors affecting the com- 
parability of the data from period to period. Nominal or near nominal 
prices were frequently published during periods of slow trading, so 
there is no knowledge of whether transactions were made at the prices 
shown. Then as now, some of the quotations were probably the re- 
sult of a reporter getting the “feel of the market” and estimating the 
daily average. Usually the identification of quality is brief, vague, or 
nonexistent thus making some individual series of doubtful com- 
parability for any extended period of time. The mechanical difficulties 
arising from incomplete files were augmented by nonpublication of 
quotations from time to time. 

One important limitation to comparisons over time, regardless of 
the source of the prices, has been the change in the character of the 
commodities themselves. The displacement of home production by 
the factory system and changes in kinds of goods produced as indus- 
trial development proceeded during the century presents unavoidable 
difficulties in long-term price change measurement. Not only were 
the goods different, but for some, opinions varied as to whether the 
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change represented improved quality or deterioration. An attempt 
at quality change evaluation from the engineering point of view was 
made for farm machines in 1932° but such studies are infrequent and 
none refer to dates before 1900. A satisfactory method of evaluating 
changes in quality and make-up may be developed in the future, but 
even today only rough approximations are possible despite the inter- 
national attention devoted to this question. 

The commodities for which data are available from newspapers and 
similar sources covered only a segment of the whole gamut in the 
markets at the time. Generally the newspaper lists contain the most 
important commodities in domestic and foreign commerce. At the 
wholesale level, the coverage is good for important staple raw materials 
and somewhat less extensive for semi-processed goods, but the repre- 
sentation of finished or fully manufactured articles is inadequate. At 
the retail level, the emphasis was on foods and to some extent on rents, 
with scant coverage for other commodities. Services are represented in 
only one study, prices paid by farmers in Vermont. 

The compilers of the price indexes for the nineteenth century have 
reduced the effect of the deficiences in the source data by assembling 
numerous series and making critical evaluations through statistical 
comparisons. There is one notable exception—that of commodity 
coverage. Despite great care and exercise of judgment in the selection 
of commodities for the index numbers, the investigators could not 
apply niceties of statistical sampling techniques to secure adequate 
coverage in the face of major gaps in data. The heavy emphasis on 
raw materials and goods of a low order of fabrication raises some 
serious questions on the accuracy of all-commodity and group indexes 
at wholesale, particularly for the second half of the century. This 
emphasis is less serious during the first half when the United States 
was predominantly agricultural than for the increasingly complex 
industrial economy that developed later. 

Some economic analyses dealing with effects of price changes have 
been built on the available estimates for wholesale prices, which show 
a general downward trend throughout the century exclusive of wars 
and temporary upswings, culminating in a low point for the one 


6]. B. Davidson, G. W. McCuen, and R. W. Blasingame, Report of an Inquiry into 
Changes in Quality Values of Farm Machines Between 1910-14 and 1932 (American Society 
of Agricultural Engineers, St. Joseph, Mich., June 1933). 

7T. §. Adams, Prices Paid by Vermont Farmers for Goods and Services and Received by 
Them for Farm Products, 1790-1940; Wages of Vermont Farm Labor, 1780-1940 (Vermont 
Agricultural Experiment Station, Bull. No. 507, Feb. 1944). 
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hundred years in 1896 or 1897. There are many reasons to believe that 
price changes during this period should be explored and documented 
more extensively. With the growth of the factory system, finished or 
manufactured goods were increasingly important, yet there is little 
price information for the finished products of the factories or for the 
physical equipment which led to the shift of production away from 
the home or small local shop. Comparisons of price movements since 
1890 for goods at different stages of fabrication show that prices for 
semi-processed and finished goods are usually less sensitive than prices 
of their raw components. It may be assumed that the relationship 
holds for the latter part of the nineteenth century since available evi- 
dence indicates that wages in manufacturing showed little change or 
relatively small declines during the sharp business downturn near the 
end of the century. If adequate account were taken of the importance 
of and the price trends for finished products, it is possible that esti- 
mates of the decline after the Civil War would be moderated, perhaps 
even raising the level of the wholesale price indexes in the last decade 
above the pre-Civil War level. 

Opposing these considerations are various factors which would tend 
toward lower prices of finished products, such as the new inventions, 
labor-saving devices, increased productivity and improvement in means 
of transportation. The question cannot be solved by any readily avail- 
able means. The data, if they exist, will probably be found in records 
of extinct firms stored in obscure places. The use of such data, if 
assembled, would involve careful evaluation because the growth of 
industry was accompanied by many changes in the character of the 
equipment and products. However, the location of the low point for 
wholesale prices for the century is critical enough to warrant additional 
labor. 

At the retail level, the indexes suffer primarily from the scantiness 
of data and from the short period of time covered. As increased atten- 
tion was focused on the industrial worker’s welfare and his purchasing 
power, various attempts were made to estimate changes in the cost of 
living. Except for a fairly adequate coverage of commodities and rents 
for the years from 1860 to 1880 and for food from 1890 to 1900, most 
of these estimates were derived from the movement of wholesale prices. 
The greater fluctuation of prices usually found at wholesale than at 
retail qualifies the uses of such price change estimates. A serious 
limitation also arises from the fact that most estimates do not take 
into account the typically slow moving rents and services. 
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The essential features of published price materials and indexes for 
substantial portions of the one-hundred-year period are included in 
the following brief descriptions. A second edition of Historical Statis- 
tics * now in preparation will contain summary tables of many of the 
indexes mentioned and provide a convenient reference. 

The first comprehensive assembly of wholesale prices for commodi- 
ties important in the U.S. commercial world was published in several 
reports by the Secretary of the Treasury on the state of finance. The 
initial publication in the “Finance Report” for the year ending June 
30, 1863,” includes monthly wholesale prices for approximately fifty 
different commodities in the New York market from 1825 to 1863. 
The most convenient summary of these data, unless monthly figures 
are required, appears in the 1881 annual report of the Director of the 
Mint’ which continues the series through 1880. Annual average 
prices of 102 products are given in currency for the full period from 
1825 to 1880, and in gold for 1837 and 1838 during the suspension of 
specie payments and from 1862 to 1878 when there was a premium on 
gold. Prices were compiled from the New York Shipping and Com- 
mercial List and were averages of semi-weekly quotations. There are 
some discontinuities in the dates. The greatest number of series ap- 
peared for 1832-1834 when only sixteen of the 102 were missing. The 
least number of series were available for 1876-1880 when thirty-five 
series were missing. Relative prices for the individual series on gold basis 
are also included. For base prices to compute the relatives, data for 
each commodity were averaged for all years for which prices were 
available from 1825 to 1880, so that in some cases the base prices repre- 
sented fifty-six years and in some cases as few as thirteen years. 

The first comprehensive wholesale price, indexes for the United 
States were estimated from these data by Horatio C. Burchard, Director 
of the Mint, and included in the 1881 report. The index number for 
each year on the gold basis was the simple average of the relatives 
available for the year. Since some groups of commodities were not 
represented at all for long periods, the content and fluctuation of the 
index depend on accidental circumstances of availability of data and 
may lead to erroneous conclusions on price changes. An index number 
of prices on currency basis is also presented with no details of its 

8U.S. Bureau of the Census, Historical Statistics of the United States, 1789-1945 (Wash- 
ington, D.C., 1949). 

9 38th Congress, 1st Session, Senate Executive Document, 1863. pp. 314 ff. 


10 Annual Report of the Director of the Mint to the Secretary of the Treasury for the Fiscal 
Year Ended June 30, 1881 (Washington, D.C., 1881), pp. 48 ff. 
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construction. In presenting his summary of prices, money circulation, 
population, and wealth, Burchard states that: 





“prices are less affected by circulation, paper or metallic, than by other potent 
agencies. They are worthy of special consideration at this time, and should tend 
to allay the prevalent fear of impending commercial disaster as a consequence 
of abundant and increasing monetary circulation, expanding with the growth of 
business and accompanied by enlarged production and substantial prosperity.” ' 


Probably the best-known comprehensive reports of nineteenth-cen- 
tury prices were those issued by the Senate Committee on Finance in 
1892 and 1893, generally known as the Aldrich Reports” (derived 
from the name of the chairman of the Subcommittee on Tariff). In 
his report, Aldrich states that “one of the principal causes that led to 
the adoption of the resolution was undoubtedly the existence of a 
constant demand from legislators and economic students for reliable 
statistics in regard to the course of prices and wages in the United 
States. The absence of such statistics has led to a constant and indeter- 
minable dispute over facts in every economic discussion. Without them 
it has been impossible to judge even with approximate accuracy of the 
progress of the people of the country and the changes which have 
taken place from time to time in their condition.” ’* Thus the need for 
some measure of the purchasing power of earnings as compared with 
earlier years led to this compilation of comprehensive price and wage 
information. 

The volumes contain prices at wholesale for a variety of commodities 
ranging in number from eighty-five in 1840 to more than 200 in 1891, 
and retail prices for 215 commodities from June 1889 to September 
1891. The articles for which wholesale and retail prices are published 
were distributed among the major groups as shown on p. 305. 

Lists of articles and the grades or qualities as well as the localities 
for which prices were desired were selected by the Subcommittee on 
Tariff, “to represent the entire expenditure by families in ordinary 
circumstances for all the articles entering directly or indirectly into the 
cost of their living.” ** Insofar as possible, the lists were made up of 
goods in the form in which they would usually be purchased for home 


11 Jdid., p. 26. 

12 Retail Prices and Wages, 52nd Congress, 1st Session, Senate Report 986, 3 Parts (Wash- 
ington, D.C., 1892); Wholesale Prices, Wages, and Transportation, 52nd Congress, 2nd Ses- 
sion, Senate Report 1394, 4 Parts (Washington, D.C., 1893). 

13 Retail Prices, Part I, p. i. 

14 Jbid., Part I, p. ii. 
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Wholesale Retail 





Farm products 15 
Food 67 
Clothes and clothing 63 
Fuel and lighting 6 
Metals and implements 34 
Lumber and building materials I 

Drugs and chemicals 

Housefurnishing goods 


Total ® 233 


8 See Retail Prices, Part 1, pp. cvii-cvxii, and Wholesale Prices, Part 1, pp. 106-7. 


consumption. However, no services were included and shelter costs 
were represented by prices of building materials. The prices were 
collected by the Department of Labor for all commodities except farm 
products, which were provided by the Department of Agriculture. 
Retail prices were obtained by Labor Bureau representatives from 
the books of grocers and other types of retail dealers. They represent 
prices charged on the first of each month or the nearest day if no 
sales were made on the first. Efforts were made to obtain prices for 
the same quality of each article from about four to eight dealers in 
each of seventy cities and towns. In practice, it was not possible to 
secure exactly the same quality in all stores, and supplemental instruc- 
tions provided the necessary safeguards to obtain prices comparable 
over time in each establishment. The returns were published in detail 
for each city by reporting establishment for the twenty-eight months. 
Wholesale prices relate to the same list of articles as at retail, except 
for the addition of farm products. Data were collected by the Depart- 
ment of Labor from the records of producers who were in business 
at the time of the survey, in from one to five markets. In a few gases, 
prices were compiled from newspapers or other sources, and so noted. 
Like the retail quotations, they represent prices at which transactions 
were made on the first of the month or the nearest day. Although an 
effort was made to obtain prices for the full list of articles for four 
months of each of the fifty-two years (January, April, July, and Octo- 
ber), quotations for the majority of the commodities are available only 
from 1860 on. The published tables present all of the descriptive details 
available, location of firm or market and prices by quarter. The prices 
for farm products obtained by the U.S. Department of Agriculture 
represent quotations in three major markets, New York, Cincinnati, 
and Chicago, taken from records of “commercial bodies” such as Chi- 
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cago Board of Trade. Prior to the formation of the exchanges and trade 
boards, prices were obtained from newspapers, books of mercantile 
firms, and similar records.’” 

The statistician for the Subcommittee on Tariff, Roland P. Falkner, 
summarized the retail and wholesale prices in the form of individual 
item relatives and index numbers for all items and for groups of items. 
The brief time coverage of the retail price information limited its use- 
fulness from the historical viewpoint and subsequent research reports 
have practically ignored its existence. The indexes based on wholesale 
prices were used by Falkner and by many later investigators as esti- 
mates of the changes in the cost of living. Falkner’s report of findings 
mentions the possible objection to the use of wholesale prices as indi- 
cative of the movement of retail prices, but states that “the probable 
error ... is not large enough to seriously affect the adequacy and 
validity of the results.” ** Wholesale price relatives for each of 22: 
articles were computed using 1860 as a base (or 1861 if 1860 data 
were missing). Generally, the January price was taken as represent- 
ative of the year, although in a few cases another month was chosen 
because of seasonal factors. These individual series vary considerably 
in length. Only eighty-five articles are available for the full fifty-two- 
year period. In a few cases, relatives for the early years were estimated 
from the prices paid by the Army Commissary Department or from 
the prices of farm products. 

Three “all items” indexes were presented. One was a simple aver- 
age of the wholesale relatives except for farm products, and the other 
two were weighted averages of these relatives. Group weights were 
obtained from the distribution of 1890-1891 expenditures of 2,561 
“normal” families and individual item weights from detailed budgets 
reported by 232 families." One weighted index assumed that prices for 
all items not represented remained unchanged over the full period, 
while the other assumed that the average price change for all unpriced 
items was the same as for all priced items. Group indexes were also 
constructed for the fifty-two years. Unweighted averages of relatives 





15 Later price information for most of these articles is included in Department of Labor 
Bull. No. 27 (Mar. 1900) and No. 39 (Mar. 1902); and in the Monthly Summary of Com- 
merce and Finance of the United States, July 1902 (57th Congress, 2nd Session, Document 
No. 15, Part I), p. 207. 

16 Wholesale Prices, Part 1, pp. 63-4. 

17 The Aldrich Reports contain the results of an expenditure study for 18g0-91 which has 
been used extensively for weights to estimate changes in the cost of living. Details are given 
in Retail Prices, Part Ill, pp. 2040-96; and a summary in Part I, pp. xli—xlii. 
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were made for eight major groups. Indexes weighted by family con- 
sumption were calculated only for food and clothing. 

While the coverage of commodities for these indexes is more com- 
prehensive than for any other estimates of cost of living, they contain 
serious drawbacks. No rents or services are included. The use of Jan- 
uary as an estimate for the year is questionable. The expedient of 
representing the movement of retail prices by using wholesale intro- 
duces reservations as to the timing and amplitude of price changes. In 
combining price relatives, gaps in the series were not taken into ac- 
count by a linking process or by interpolations so that increases and 
decreases sometimes occur because of missing reports. 

The only extensive compilation of retail prices for the nineteenth 
century, other than for twenty-eight months in the Aldrich Reports, 
is that contained in the “Report on the Average Retail Prices of Neces- 
saries of Life in the United States,” published as a special report of the 
1880 census.’* The report and the gathering of data were directed by 
Joseph D. Weeks, Special Agent of the Census, to show “to some ex- 
tent the difference between the nominal wages and the real wages of a 
laborer so far as the purchasing power of nominal wages is con- 
cerned.” *° Yearly retail prices for sixty commodities from 1851 to 1880 
were requested from one or two storekeepers in more than forty cities. 
The commodities included dry goods; groceries; flour, meats, and 
provisions; men’s heavy boots; coal, wood, and oil; house-rent and 
board. Individual returns were published in detail with no summary 
figures. 

In spite of doubtful areas in the data, the Weeks Report is a fund 
of information at the retail level that surpasses in value any other com- 
pilation now available for the period. 

A “fair average” for each year had been requested and if that was 
not possible, the price on or about the first of June of each year. About 
half of the returns identified the prices as year averages and the re- 
mainder were either for the midyear or were not identified. The 
method by which each shopkeeper arrived at the “fair average” was 
not stated. Because of the labor required of each retailer, there is some 
doubt as to whether they actually represent annual averages or whether 
they refer to some single month which the retailer considered represent- 
ative of the year. Only a small proportion of the returns had quota- 


18 Tenth Census, Vol. XX, Department of Interior, Census Office (Washington, D.C., 1886). 
19 Jbid., p. 1. 
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tions for each year during the thirty-year period, with data more 
complete for the latter part of the period. In commenting on the pos- 
sible differences in quality for the articles quoted, the report states 
that it was fair to “presume that in a given tabulation the price of the 
same quality or grade of each article, as near as is possible, is quoted 
for the different years, as the report is made by the same person and 
of the prices at the same shop.” ”” 

An examination of the data in the Weeks Report for internal con- 
sistency in timing and degree of price change, as well as for possible 
major differences in quality from store to store, led to greater con- 
fidence in the price information than the methods of collection would 
seem to warrant. They were, therefore, used in my study as the main 
source materials for new indexes of retail prices from 1851 to 1880 
presented to the Income Conference. These new indexes will be in- 
cluded in “Conference on Research in Income and Wealth,” Proceed- 
ings, Vol. 24. 

The first section of this census volume presented results of a study 
of wages in manufacturing industries and some prices for the products 
made at each works for five-year intervals from 1830 to 1880. The re- 
turns were spotty but they are one of the few possible sources of addi- 
tional data for prices of manufactured articles during these early years. 

In 1915, Alvin H. Hansen constructed an annual index of whole- 
sale prices covering the years 1801-1840.”' This index is an unweighted 
average of relatives based on prices for seventy-nine commodities from 
Boston newspapers from 1801 to 1825 and on sixty-three commodities 
for New York from 1825 to 1840 taken from the 1863 “Finance Re- 
port.” He calculated an arithmetic mean, a geometric mean, and a 
median of the price relatives, with no subgroup indexes. 

Hansen later estimated changes in the cost of living from 1820 to 
1923 by combining various series for his study, “Factors Affecting the 
Trend of Real Wages.” ** From 1820 to 1840, his index was estimated 
from wholesale prices for twelve foods and three clothing items with 
food weights derived from the expenditures of 232 families given in 
the Aldrich Reports, and those for clothing from a weighting system 
used by N. J. Silberling of Great Britain. For 1840-1890, Hansen used 
the Falkner weighted index that assumed unpriced items moved with 





20 Ibid., p. 2. 

21 Quarterly Publications of the American Statistical Association, X1V (Dec. 1915), 804-123 
Wholesale Prices, 1890 to 1923, BLS Bull. No. 367 (Washington, D.C., Jan. 1925), pp. 235-48. 

22 American Economic Review, XV (Mar. 1925), 27-42; XV (June 1925), 294. 
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priced items. From 1890 to 1913, he combined the BLS retail food 
index with BLS wholesale prices for cloths and clothing, fuel and 
light, and housefurnishings with weights roughly proportional to the 
BLS family expenditure study of 1917-1919. From 1913 to 1923, 
Hansen utilized the BLS cost of living indexes. 

The co-ordinated price research accomplished under the sponsorship 
of the International Scientific Committee has provided pre-Civil War 
wholesale price indexes for six important marketing areas: Boston; ~* 
Charleston, South Carolina; Cincinnati and the Ohio River Valley; 
New York City; New Orleans; and Philadelphia. The methods of 
computation and the classification of commodities for subindexes 
differ from market to market to some extent, depending on the avail- 
ability of data, the nature of the market, and the judgment of the re- 
search director for each market. Complete descriptions of the sources 
of data, index calculation methods, and relative reliability of the in- 
dexes were presented by Arthur H. Cole in Wholesale Commodity 
Prices in the U. S., 1700-1861." A statistical supplement to this report 
contains monthly quotations for approximately forty-five important 
commodities for the years covered by the various studies up to 1861. 
Quotations for all the markets are brought together for each year so 
that differences in the basis of quotation are immediately apparent 
and are useful in interpreting some of the differences in price move- 
ments from market to market. Brief descriptions of the indexes for 
five markets (Boston excepted) for the nineteenth century follow. 

The pre-Civil War indexes of commodity prices in New York are 
part of the longest continuous series of price indexes available for the 
United States. Prior to the formation of the International Committee, 
G. F. Warren and A. F. Pearson were engaged in extending back- 
ward in time the BLS wholesale price indexes for all items and major 
commodity groups. The completed series provides monthly indexes 
from 1797 to 1890.” For the early period—up to 1861—price informa- 
tion was secured from New York newspapers supplemented by data 


23 The study of prices in Boston was limited to the eighteenth century since data for Boston 
from 1795 on had already been studied by Walter B. Smith and Arthur H. Cole. The results 
of their studies are represented in Fluctuations in American Business History, 1790-1860 
(Cambridge, Mass.: Harvard University Press, 1935). 

24 Cambridge, Mass.: Harvard University Press, 1938. 

25 Cole’s summary includes New York commodity prices up to 1861. The full series were 
presented by the authors in Wholesale Prices for 213 Years, 1720 to 1932 (Memoir 142, 
Agricultural Experiment Station, Cornell University, Ithaca, N.Y., Nov. 1932). Indexes prior 
to 1797 were compiled by Herman M. Stoker and described in the same publication. Indexes 
from 1890 on were those of the Bureau of Labor Statistics converted to the 1910-14 base. 
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from the 1863 “Finance Report.” Commodity prices in additional 
markets were secured from various sources for the later years. The 
index numbers are weighted arithmetic averages of relatives. The 
average price for each commodity was expressed as a percentage of a 
base period (for computational purposes chosen as 1876-1891). The 
index numbers were converted to the 1910-1914 base by using the 
relationship with the BLS index numbers for 1890-1893. Two all- 
commodity index numbers were prepared, one with fixed group 
weights and the other with varying group weights. Separate subin- 
dexes were computed for the ten groups of commodities formerly 
used by the Bureau of Labor Statistics and a supplemental index for 
spirits. The number of products included in the general index num- 
bers varied from 113 in 1830 to 146 in 1880. When one commodity 
was substituted for another, these commodities were linked into the 
index. Within each major group, the commodity weights were varied 
over the years to represent insofar as possible changes in importance 
of the individual articles. The sources of the basic figures for calcula- 
tion of weighting factors were many and varied. They included data 
from the available censuses, imports and exports, production and 
consumption figures issued by the Department of Agriculture, and 
similar official statistics. In making the changeover from one set of 





group weights to another to compute the index with variable group 
weights, the “method of changing weights was to make one-ninetieth 


99 26 


of the change each January.” “’ Other wholesale price indexes were 
computed including one for thirty basic commodities, indexes of prices 
expressed in gold, and similar special purpose indexes. 

For the Philadelphia market, Anne Bezanson and her associates 
located relatively rich files of newspapers, business records, and other 
accounts. The full price history for Philadelphia extends from the 
colonial period through 1896 and is based on a larger volume of data 
than any other studies of this early period. These studies were con- 
ducted partly as a unit of the International Scientific Committee on 
Price History and partly under the auspices of the Committee on Re- 
search in Economic History. 

The Philadelphia indexes for 1784-1861 are unweighted geometric 
averages of price relatives. This procedure was chosen, in the absence 
of adequate data for weights, to reduce the disturbing effects of violent 
fluctuations for a few commodities. Two all-items indexes were con- 
structed, one based on prices for 140 commodities from 1784 to 1861 


26 Ibid., p. 163. 
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and one on prices of 157 commodities from 1819 to 1861. A number of 
subindexes were computed which provide a picture of the differential 
movement of prices of commodities classified in several different ways. 
In addition to the all-item indexes and indexes for domestic and im- 
ported commodities included in Cole’s report, major group and sub- 
group indexes as well as indexes for agricultural and industrial com- 
modities are also published.” 

Relative monthly prices in Philadelphia for 237 different commodities 
or grades of commodities from 1784 to 1861 and for 251 commodities 
from 1852 to 1896 are published in detail. Although the authors made 
diligent attempts to preserve continuity in the price series, changes in 
qualities or refinement in specification details introduced some meas- 
ure of error into the price relative when it was necessary to shift from 
one description to another. 

An extension of the Philadelphia indexes for 1852-1896 will be 
published in the near future. Weighted arithmetic averages relatives 
have been computed using as weights 1880 and 1890 data representing 
the importance of the various commodities in total domestic trade in 
the United States. In addition to a general index of 251 commodities, 
subindexes corresponding to those for the earlier part of the century 
will be included, with the exception of the domestic and imported 
goods. 

The wholesale price index numbers for Charleston, South Carolina, 
compiled by George R. Taylor,” are weighted arithmetic averages of 
price relatives. Indexes pertaining to the nineteenth century were con- 
structed for four separate time periods: 1796-1812, 1813-1822, 1818- 
1842, and 1843-1861. A continuous all-commodities index from 1796 
to 1861 was computed by splicing the indexes for the four separate pe- 
riods. Weights were unchanged for all years within a period but were 
changed from one period to another. In each case, they were approxi- 
mations of the importance of the various commodities in South 


27 The history of commodity prices in Philadelphia by Anne Bezanson and her associates 
has been published by the Wharton School of Finance and Commerce in its series of Indus- 
trial Research Studies. The volumes include Prices in Colonial Pennsylvania (XXVI, 1935); 
Wholesale Prices in Philadelphia, 1784-1861 (Part I, XXIX, 1936; Part II, Series of Relative 
Monthly Prices, XXX, 1937); Prices and Inflation During the American Revolution, Philadel- 
phia, 1770-1790 (XXXV, 1951); and Wholesale Prices in Philadelphia, 1852-1896, Series of 
Relative Monthly Prices (XXXVI, 1954). 

28 Analyses of price movements and a detailed description of sources and methods were 
given by George Taylor in “Wholesale Commodity Prices at Charleston, South Carolina, 1732- 
1791" in Journal of Economic and Business History, WV (Feb. 1932), 356 ff.; and “Wholesale 
Commodity Prices in Charleston, South Carolina, 1796-1861" in J]. Ec. & Bus. Hist., IV 
(Aug. 1932), 848 ff. 
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Carolina commerce. Three subindexes were prepared for each period 
using a classification by origin; “South Carolina export staples,” “com- 
modities other than South Carolina export staples,” and “foreign im- 
ports.” For the first period, price quotations for foreign imports were 
scanty and they were merged with “other than South Carolina export 
staples.” For the second period, foreign imports had to be omitted. The 
commodities included in the indexes are primarily raw materials, with 
the number varying for each of the four periods depending largely on 
the availability of price quotations. The 1796-1812 indexes are based 
on prices for 18 commodities, 1813-1822 on 13, 1818-1842 on 32, and 
1843-1861 on 20 commodities. 

The wholesale price indexes for New Orleans were also compiled 
by George R. Taylor and have many of the characteristics of the 
Charleston indexes. For New Orleans, however, the volume of price 
data was less satisfactory, particularly for years prior to 1823,” al- 
though the information on value of products in the trade of New 
Orleans was somewhat more satisfactory than that for Charleston. 
From the data available, Taylor computed an all-commodity index and 
subindexes for three periods: 1804-1812, 1815-1842, and 1840-1861. 
The all-commodities indexes for the separate periods were spliced to 
make a continuous all-commodities index from 1804 to 1861. The 
subindexes are “domestic products” and “foreign” imports for 1804- 
1812; and “Louisiana products,” “U.S. products other than Louisiana,” 
and “foreign imports” for the two later periods. In addition, an index 
for eight local products was prepared for 1800 to 1812. The number of 
commodities for which continuous series were available varied from 
period to period. From 1804 to 1812, domestic products included 29 
commodities; and foreign imports, 15 commodities. From 1815 to 
1842, there were 5 Louisiana products, 34 domestic commodities, and 
11 imported goods. For the last period, 1840-1861, the indexes were 
based on 4 Louisiana products, 37 domestic articles, and 8 imported 
commodities. 

The wholesale price index numbers for Cincinnati and the Ohio 
River Valley from 1788 to 1861 were compiled by Thomas S. Berry.” 
From 1788 to 1823, sources of data were difficult to locate and price 
quotations in Pittsburgh, Lexington, and Louisville as well as in Cin- 





29 A portion of the early price history is included in Taylor's discussion “Prices in the 
Mississippi Valley Preceding the War of 1812” in J. Ec. & Bus. Hist., Wl (Nov. 1930), 148 ff. 

30 The significance of commodity price movements in the Cincinnati area in the westward 
movement has been discussed by Berry in Western Prices Before 1861: A Study of the Cin- 
cinnati Market (Cambridge, Mass.: Harvard University Press, 1943). 
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cinnati were obtained from newspapers, manuscripts, and account 
books. For the years after 1823, price information was far more ade- 
quate and could be obtained in most cases from Cincinnati newspapers. 
The index numbers which were computed for all items and two sub- 
groups are arithmetic averages of price relatives and were first con- 
structed for four separate time periods on a weighted and unweighted 
basis. The weights were representative of Ohio River Valley cities 
or Cincinnati trade in each period. The three later periods, 1816-1825, 
1824-1846, and 1846-1861, were then spliced to form continuous series. 
The two subindexes are “Commodities identified with Northern agri- 
culture” and “Commodities not identified with Northern agricul- 
ture.” The first subgroup contained from 13 commodities in the 
1816-1825 period to 29 in the 1846-1861 period and the second sub- 
group from 8 to 21 commodities in these periods. Indexes for the 
earlier period, 1788-1817, were based on prices for fourteen commodi- 
ties. 

Wesley C. Mitchell’s indexes of retail prices and his well-known cost 
of living index from 1860 to 1880 for his study of the Greenback pe- 
riod *' were derived from special tabulations of the retail price data 
in the Weeks Report. He computed relative prices for each of sixty 
items in this report by making a simple average of price relatives for 
selected individual cities. Only those cities were used for which quota- 
tions were continuous for the full period 1860 (or 1861) through 1880 
and were identified as being annual averages. These restrictions were 
imposed to reduce the error due to probable differences in quality from 
city to city and doubtful representativeness of a June 1 price as a year 
average. Interpolations were not made for missing data in several 
instances and erratic movements for individual items resulted. Both 
weighted and unweighted indexes were made from these items rela- 
tives. The index most frequently used to piece together the picture of 
retail price trends in the nineteenth century is his cost of living 
index weighted by the per cent of total family expenditures in 1901- 
1902.” 

In 1920, W. Randolph Burgess made a study of Trends in School 
Costs ** to determine the purchasing power of teachers’ salaries. He 
constructed a cost of living index based on prices for ten foods im- 

31 Wesley C. Mitchell, Gold, Prices, and Wages Under the Greenback Standard, (University 
of California Publications in Economics, Vol. I [Berkeley, Calif.: University of California 
Press, Mar. 1908]). 


32 Thid., p. gt. 
33 Russell Sage Foundation, New York City, 1920. 





314 Ethel D. Hoover 


portant in the wage earner’s budget. He combined the prices for these 
foods with quantity weights (presumably from BLS expenditure stud- 
ies) and assumed that other less important items fluctuated with food 
prices. A total weekly cost for all items in the budget of a typical wage 
earner’s family of man, wife, and two children was obtained by ad- 
justing the food cost upward. This final total he stated represented the 
“weekly cost for a small family of food, clothing, shelter, and inci- 
dentals, assuming that they lived on about the same scale as a typical 
workingman’s family in 1901.” The source of the retail prices for the 
ten foods are indicated by general reference to the Bureau of Labor 
Statistics, the Massachusetts Bureau of Statistics of Labor, the Aldrich 
Report, records of Army and Navy purchases, and miscellaneous re- 
ports. 

In 1930, Paul Douglas published a “Most Probable Index of the 
Movement of the Total Cost of Living for Workingmen” * for 1890- 
1926 in connection with his study of real wages. He derived this index 
from BLS reports of wholesale and retail prices. The BLS coverage of 
retail prices for food was supplemented by wholesale prices for addi- 
tional foods. Wholesale prices were also used for clothing, fuel and 
light, furniture, tobacco, and spirits. Adjustments were made to ap- 
proximate retail price changes using a uniform adjustment factor for 
all groups, based on the relationship of retail and wholesale price 
movements for as many identical commodities as possible. The com- 
bined index was an arithmetic average of relatives, weighted by rela- 
tive importances obtained from the BLS 1901-1902 expenditure study. 
For the years 1913-1926, he combined the BLS consumer price indexes 
for individual cities by using population weights. 

One frequently-used estimate of changes in cost of living from 1820 
to 1913 was derived by the Federal Reserve Bank of New York,” 
entirely from previously available indexes. This index was obtained by 
splicing together the following series for the years indicated: 1820- 
1839, Hansen’s cost of living index; 1840-1859, Falkner’s weighted in- 
dex assuming movement of unpriced items same as priced items; 
1860-1879, Mitchell’s weighted cost of living index; 1880-1889, Burgess’ 
index; 1890-1909, Douglas’ index; 1910-1912, Massachusetts cost of liv- 
ing index prepared by the Commission on Necessaries of Life. 

Another valuable contribution to information on prices was the 





34 Paul H. Douglas, Real Wages in the United States, 1890-1926 (Boston: Houghton Mifflin 
Company, 1930). 
35 Index of Estimated Cost of Living in the United States (Mar. 1953), mimeographed. 





Prices in the Nineteenth Century 315 





study of prices paid and received by Vermont farmers by T. S$. Adams 
of the University of Vermont referred to earlier. This study covered 
the years 1790-1940. Price data prior to 1935 were assembled from sales 
records of stores, farm account books, diaries furnished by over 800 
Vermont residents, and records preserved by the Vermont Historical 
Society. Adams said that his bulletin “came out of the garrets of old 
Vermont houses.” This report is enlightening for cost of living studies 
because it includes costs for some services, such as medical care and 
shoe repairs. 

For prices paid by Vermont farmers, data were obtained for the 
first twenty-five sales of each commodity in each store for the months 
of March, June, September, and December. Annual averages for cloth- 
ing and some food items were computed by weighting the monthly 
prices according to the size of the sample of stores for which prices 
could be obtained. Simple averages of four quarterly prices were cal- 
culated for other items. 

For prices received for farm products, tabulations were made for the 
first twenty-five sales by farmers in each month. Annual average prices 
for most farm products were obtained by weighting monthly averages 
according to the amount of the crop sold in each month. For other 
farm products, the annual average is made up of prices for months in 
which sales actually occurred. 

All averages of prices paid and prices received are composites for 
the various grades and qualities bought and sold in the particular year. 
Trends over the years, therefore, for each of the items are a mixture 
of price changes and quality changes. A statistical supplement to the 
study contains actual prices for eighty-five articles or services bought 
and twenty-eight products sold by Vermont farmers. 

In Massachusetts, a considerable body of statistics was gathered by 
the Massachusetts Bureau of Statistics of Labor to throw light on the 
welfare of the working population. Studies of the way families lived 
and the work conditions were made during the 1870's with supple- 
mentary data on retail prices in Massachusetts for the “necessaries of 
life” for some years. Two of the reports are of particular interest in 
the search for historical retail price data. The “16th Annual Report” ** 
presents retail prices in Massachusetts from 1752 to 1860 assembled 
from account books, day-books, ledgers, bills, and miscellaneous papers 


38 See “Historical Review of Wages and Prices, 1752-1860" in Sixteenth Annual Report 
of the Bureau of Statistics of Labor (Public Document No. 15, Boston, Mass., Aug. 1885), 
pp. 159 ff. 
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by agents of the Bureau from about seventy-five retail stores in ten 
cities and towns. Prices for many consumers goods for various years 
from 1752 to 1860 were obtained. These data, however, are very difficult 
to use for continuous series because of the lack of description, the wide 
price ranges reported for some years, changes in the basis of quotation, 
and frequent gaps of five or more years. They offer some possibilities 
of producing rough estimates of what happened to retail prices in 
Massachusetts. The “31st Annual Report” *’ contains retail prices for 
“necessaries of life” in Massachusetts and other states for the years 
1816-1891, although little is available prior to 1825. Since these data 
were collated from reports of the federal and state governments and 
published as ranges (for example, low, medium, high), the chief 
value of the compilation lies in indicating what is available in other 
publications. 

A variety of other sources of prices more or less valid may prove of 
some use in deriving indexes or as clues to movements of individual 
commodities. At the retail level, the special report of Edward Young 
on Labor in Europe and America® gives prices for the years 1867, 
1869, and 1874 for the same list of consumer goods that was included 
in the Weeks Report. He included information for states and ter- 
ritories not found in other compilations. Annual statistical reports 
of the American Iron and Steel Association contain price series 
for a number of metals and metal products, some of which have been 
included in available indexes. Government publications presenting the 
results of special historical studies, yearbooks of government and pri- 
vate agencies, and many individual research studies also provide price 
information in special fields. The list of such special source materials 
could be extended, but the location, assembly, and co-ordination of the 
fruits of historical research into one over-all price reference document 
is a major research project in itself. 

EtHet D. Hoover, Bureau of Labor Statistics 
U.S. Department of Labor 





37 See “Graded Prices: Massachusetts, Other United States, and Foreign Countries, 1816- 
1891” in Thirty First Annual Report of the Bureau of Statistics of Labor (Public Document 
No. 15, Boston, Mass., 1901), pp. 249 ff. 

38 U.S. Treasury Department (Washington, D.C., 1876) 





Notes 


FEUDAL INCOMES AND DEMAND ELASTICITY FOR 
BREAD IN LATE EIGHTEENTH-CENTURY FRANCE* 


The works of Labrousse' and Chabert? on income fluctuations in pre- 
and post-revolutionary France have already been subjected to abundant 
criticism by Professor Landes in the November 1950 issue of THE JouRNAL 
oF Economic History.® The present note results from an attempt at resolv- 
ing in a constructive way certain of the contradictions observed between 
Labrousse’s inferences and his data. The argument, originally developed on 
the basis of observations in the decade immediately preceding the French 
Revolution, was extended to cover the thirty years (1815-1845) following the 
fall of Napoleon’s empire. After a short review of Labrousse’s “grain crop” 
interpretation of French economic cycles, it is shown that (1) his computa- 
tions of feudal revenues do not agree with his description of their cyclical 
pattern and (2) grain revenue figures are only consistent with an elastic 
demand for bread over a certain range. This squarely contradicts the inelas- 
ticity assumption which underlies both Labrousse’s theory and Landes’ 
criticism of it. The treatment of eighteenth-century bread demand as price- 


inelastic had already wide currency among contemporary economists, and 
does not seem to have been seriously challenged ever since. An inductive 
analysis supported by scattered pieces of empirical evidence is then de- 
veloped, with the conclusion that demand for bread (and grain) should 
indeed be elastic over the relevant region. The last section represents an 
extension of this interpretation to crop and price data in the post-Napoleonic 


period. 


The following summary, adapted from Landes, can be taken as a fair 
representation of Labrousse’s analysis of the downward phase: 

(1) A bad harvest drives up the price of cereals. Due to inelastic demand, 
the price increase is proportionally higher than the fall in output. 


*The author is indebted to A. Gerschenkron for introducing him to the literature and 
offering helpful critical comments. 

1C, E. Labrousse, Esquisse du mouvement des prix et des revenus en France au XVIII€ 
siécle (Paris: Litrairie Dalloz, 1932). 

2 Alexandre Chabert, Essai sur les mouvements des revenus et de l'activité économique en 
France de 1798 &@ 1820 (Paris: Librairie de Médicis, 1949). a 

3 David S. Landes: “The Statistical Study of French Crises,’ THe JourNaL oF Economic 
History, X (Nov. 1950), 195-211. 
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(2) For landowners receiving a fixed or proportional rent in grain, and 
for large farm operators, the revenue from grain sales is increased. With 
the large majority of small farmers, however, the existence of relatively 
large fixed leakages increases the relative amplitude of fluctuations of the 
marketable part of the crop. A major leakage is represented by seeds, as 
small operators tend to be associated with poorer lands; another important 
deduction is that of home consumption; and finally, some tenants are bound 
by contract to pay their rent in the form of a fixed quantity of grain. The 
relative magnitude of fixed leakages is increased by proportional deductions 
(whether feudal or contractual) which reduce further the average disposable 
crop. The fall in market surplus following a bad crop will thus tend to be 
proportionally more than the rise in price; as a result, the revenue from 
grain sales will be lowered.* 

(3) Since the poor agricultural population forms the majority of the na- 
tion, the market for industrial goods slumps. 

(4) The slump is aggravated for the poorer classes by the high price of 
food. 

Revenues from Sales 


Yaar 1- Yaar 2- Year 1- wy Year 2- 
7) GroupA EY GroupA Group B Group B 
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4The decline in agricultural incomes is accentuated by farm unemployment (in larger 
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(5) Business everywhere deteriorates. The fall affects both price and out- 
put of manufactured articles and brings unemployment. 

Reversibility of the process is implied in Labrousse’s analysis, although 
the insistence is on the downward movement described from (1) to (5) 
above. The key argument is developed under (2) where it is shown that, 
despite demand inelasticity for grains, revenue from grain sales by most 
farmers varies in accordance with output rather than price. The argument 
is summarized in the accompanying diagram under the simple assumption 
of a universal sharecropping arrangement. 

Ogq: is produced in year 1, Ogpe in year 2. A fixed proportion (one-fourth 
in the example) of the crop is received by landowners (group A) and sold 
on the market. The remnant (liq: and leq2) in the hands of tenants (group 
B) is not sold until a fixed deduction (siqi1 = seqz) is performed, leaving a 
marketable surplus, lis: in year 1 and les2 in year 2. The total market supply 
is thus os1 = ol; + lisi in year r and ose = olg + lesz in year 2. The prices 
are determined by intersection with the demand D, inelastic in the relevant 
region. Aggregate revenues of each of the two groups appear immediately. 
Revenues of group A move with price and against output; those of group B 
vary with output against prices. 





II 


The central piece of Labrousse’s evidence is a time series of wheat and 


rye output per acre from 1774 to 1788 and a corresponding series of aver- 
age annual prices. The output figure is presented as a national index, al- 
though it is used as an absolute measure in certain illustrative computations.” 
The latter take the form of annual accounting sheets for various types of 
farm operators and demonstrate how the size of grain leakages affects the 
sensitivity of revenue to price. 

This paper will not discuss the reliability of Labrousse’s data. If a dis- 
agreement exists, it is rather in the phase of interpretation of available 
figures. Landes, for his part, has criticized both the analysis and the sources, 
the latter with a severity which may have been excessive. His analytical 
argument is twofold: 

(1) Whatever the relative size of fixed leakages, there will be, as the 
price goes from low to high, a region of increasing revenue from sales. The 
fall will only occur “when the rate of decrease of the marketable surplus 
overtakes the rate of increase in prices. . .. How much output must drop 
depends in each case on the rate of the compensatory price rise and the level 
of fixed costs.” There must thus be a middle range of prices in which the 
gains of some farmers cancel the losses of others, limiting accordingly the 
influence of harvests on the business cycle. 

(2) The fact that, as prices go up, an increasing portion of national in- 


5 Labrousse, Esquisse, tableau A, p. 406; tableau B, p. 409; tableau C, p. 411. 
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come goes to the wealthier members of the farm and landed community 
does not imply depression in the market for manufacturers. Despite its 
size, in terms of participating units the peasant and farm worker market is 
mostly neutral; the poor buy manufactured goods once and for a lifetime, 
so their purchases are beyond the influence of income fluctuations. On the 
other hand, for medium increases in the price of grains, the well-to-do 
would increase their consumption of manufactures, the slump coming only 
when the concentration of wealth has become excessive. 

In conclusion, although Landes does associate a general depression with 
critically bad crops, he rejects the notion that farming and manufacturing 
incomes are inversely correlated with grain prices over the entire range. 
Without engaging in controversy, it should be said of the “neutral market” 
argument that the once-and-for-all purchase of the poorer classes represents 
a sweeping assumption, and that periods of farm prosperity would seem 
to be the more appropriate for such purchases anyway (even if it means 
postponing weddings!). More important, however, is Landes’ discussion of 
the grain price—farm income relationship, which rests squarely on the as- 
sumption of demand inelasticity. What is argued is that such inelasticity 
benefits not only the landlord and the large-scale farmer, but also, up to a 
point, every farm operator. The empirical evidence, however, points in the 
opposite direction: because of a greater than unit demand elasticity, not only 
do small farmers, but large operators and landlords as well, lose revenue 
from a crop failure. 

On the face of it, it appears unlikely—and perhaps preposterous—that 
Labrousse should have built his theoretical edifice on an erroneous reading 
of his basic time series. In a sense, his argument is strengthened if it can 
be shown that ai// agricultural incomes (excepting those of landlords receiv- 
ing a fixed amount of grain or money) move with the size of the crop. 
One should keep in mind, however, that his ultimate goal is an economic 
interpretation of the French Revolution: having feudal incomes go up and 
peasant revenues go down in the disette year 1788 goes a long way toward 
such an explanation. 

The evidence is to be found in the Tableau justificatif (p. 400 in the 
Esquisse), part of which is reproduced in Table 1. 

The fact that Labrousse associates a crop with the average price for the 
following year will be discussed shortly. Without even questioning his 
assumption, it is clear from the figures offered that the crop’s market value 
goes up with every increase in output and falls with every decrease. 

The only exception is the transition year from 1780 to 1781, when the 
wheat value remains stationary (189.0 to 190.5) despite a decrease in output 
from g to 8. On this evidence, the assertion that landlords and large farmers 
—assumed to receive a revenue grossly proportional to crop values—benefited 
from crop failures is astonishing. 





Feudal Incomes and Demand Elasticity 321 





TABLE I 
VALUE OF MAJOR GRAIN CROPS 


Year of Index of Year of Price per Index of 
Crop Output per Acre Price Setier Value of Crop 
WHEAT RYE WHEAT RYE WHEAT RYE 
1774 7 ; 24.81 17.11 173.6 119.7 
1775 20.16 13.68 225.9 123.1 
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Although never facing the contradiction quite explicitly, Labrousse does 
struggle to bolster his position. He is helped in this endeavor by the fact 
that, over a good many years, prices move in the same direction as output— 
or fluctuate without any change in output. As a result, over the period 
1776-1787, the crop’s market value also tends to follow the movement of 
price. Labrousse is quick to seize the opportunity and to shift his emphasis: 
“While the movement of prices does not show a negative correlation with 
that of production or output per acre, if, as a result, the movement of the 
money rent (feudal rent) does not exhibit a similar correlation with produc- 


TABLE 2 
SIGN OF YEAR-TO-YEAR CHANGES: OUTPUT, PRICE, AND CROP VALUE 
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; : Change in Change in Change in Change in Change in Change in 
Year to Year Output Price Crop Value Output Price Crop Value 
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tion or output per acre, it varies, however, in the same direction as prices, 
even exaggerating the tendencies of price movements. . . .° The whole eco- 
nomic mechanism is controlled by the movements, long and short, of the 
price of grains.”* These statements could only save Labrousse if (1) the 
central role of the crop were not repeatedly asserted in all his arguments, 
and (2) it could be shown that the price of grains is in itself “controlling,” 
that is, somewhat exogenous to the “whole economic mechanism.” Clearly, 
however, the exogeneity belongs to the crop and, if the latter is discarded, 
it does not seem possible to explain grain price fluctuations independently 
of the set of other prices and incomes. 

In his effort to damn the landlord, Labrousse argues further that the use 
of national yearly price averages in computations leads to underestimates 
of the amplitude of revenue fluctuations. In a year of bad crops, such as 1788, 
the price of wheat may rise 15 per cent between August (harvest) and Octo- 
ber, remain stationary until February, then increase 25 per cent from Febru- 
ary to July.* As large farmers or feudal lords can hold their grain until 
the spring, they sell at a much higher price than the yearly average. In addi- 
tion, regional price fluctuations are much more intense than appears from 
the national average. The dampening results from the fact that all regional 
series do not reach their maximum or minimum in the same year. 

On this account, and in order to measure the amplitude of relevant price 
movements associated with a maximum amplitude of crop fluctuations, 
Labrousse offers the following computation: ® between the years of “cyclical” 
minimum circa 1763 and the years of maximum price in the same “cycle,” 
circa 1770, regional wheat prices go up, on the average, by 128 per cent (in- 
stead of by 97 per cent for the national price average). The price received 
in the maximum year, however, was that holding in the quarter preceding 
the next crop and this, according to figures available for the generalité of 
Caen was 19.9 per cent more than the 1770 average. The relevant “cyclical” 
price increase was thus 180 per cent, which compares with an observed 
maximum of crop variation of 133 per cent. For rye, the extreme crop varia- 
tion is even less, the 1763-1770 price increase even more. This is enough 
to convince Labrousse that feudal revenues are inversely correlated with 
the grain crop. 

It is perhaps of no consequence to point out that the 1763-1770 price in- 
crease represents by far the highest of all “cyclical” price fluctuations in the 
eighty years from 1726 to 1806,'® and that, of the twelve curves of seasonal 

6 Labrousse, Esquisse, pp. 396-98. 

7C. E. Labrousse, La crise de l'économie francaise a la fin de l’'ancien régime et au début de 
la révolution (Paris: Presses Universitaires de France, 1944), Introduction, p. xxix. 

8 Generalité de Caen. Cf. Esquisse, p. 161. 


9 Labrousse, Esquisse, pp. 392-93. 
10 Jbid., pp. 103 ff. 
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price variation presented by Labrousse for illustration,’' the one for the 
year 1769-70 in the generalité of Caen shows by far the largest amplitude. 
It is more difficult to ignore the fact that, in the same generalité, prices in- 
creased almost 20 per cent between September 1764 and July 1765, the year 
of cyclical minimum. Those who found it advantageous to sell late in 1770 
had even more reasons to do so in 1765 and if they obtained a higher than 
average price in the one year they also did in the other. There is therefore 
little excuse for adding 19.9 per cent to the cyclical amplitude of price 
variations revealed by year averages. More important, however, is the fact 
that no connection can be established between extreme prices over a “cycle” 
and a set of extreme crop figures obtained from undated local observations 
by various eighteenth-century authors.’* Yearly price and output figures have 
been computed by Labrousse only for the period 1774-1788, as reported in 
Table 1. These observations show clearly that grain prices are subject to 
powerful influences other than the grain crop, and that “cyclical” price in- 
flations are in no way associated with continuous drops in output. Although 
not entirely random over time, the output series is much less autoregressive 
than the price series. A very bad crop may hit the top of a price inflation, 
in which case the landed aristocracy will make higher profits—and con- 
spicuously so'*—than when an average or good crop coincides with de- 
pressed prices. The expected effect of crop variations can only be identified, 
however, by erasing the contribution of other factors to price fluctuations. 





11 Jbid., p. 161. 

12 Quesnay, Dupont de Nemours, and Turgot. Cf. Esqutsse, pp. 3869 ff. 

13 This is perhaps why contemporary economists were already attempting to prove inelasticity, 
and they did so by twisting data in precisely the same way. The following is a collection of 
such computations, originated by Quesnay in his Encyclopedia article on grains. 


Crop (Setiers Quesnay Dupont de Nemours Turgot 
per Arpent) Price Value Price Value Price 
Abundant 7 10 ¢ 9 63 15 
Good 6 12 10.15 64.10 20 
Average 15 13.5 66.5 25 
Poor 20 Oy) 17 68 30 
Very poor 30 70 25 75 35 


Sources: Quesnay, Article “Grains” in the Encyclopedia (1757), reprinted in Oeuvres de 
Quesnay (Paris: Jules Peelman and Co., 1888), p. 197; Dupont de Nemours, De l'exportation 
et de l'importation des grains (1764) (Paris: Librarie Paul Geuthner, 1911), p. 10; Robert 
Jacques Turgot, ‘“Quatriéme lettre sur le commerce des grains,” in Oeuvres de Turgot (Paris: 
Librairié Guillaumin, 1844), pp. 171-72. None of these authors reveals the source of his price 
series or cares to indicate whether in fact he ever did observe the association of outputs and 
prices as described in his table. They all had to prove a point, whether it be the desirability of 
free trade or that of a national storage program. There is every reason to believe that they 
followed—or rather preceded—Labrousse in freely associating extreme crops and extreme prices 
within their experience. We must thank Turgot—an administrator rather than a polemist— 
for giving us a set of more reasonable figures which exhibit elasticity, at least in the range of 
less-than-average crops. 
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Removing only the long-run trend (as obtained by Labrousse for the period 
1734-1789,'* the highest wheat price of the period (1770) is only 88 per cent 
higher than the lowest (1744). This figure refers to the “rectified” price 
series (that is, the series which fully reflects regional movements) and is 
thus free of the national averaging bias. This 100 to 188 spread in local prices 
compares with a 100 to 233 range of local crops,’° thus reversing the content 
of Labrousse’s conclusion. 

It appears from the figures of Table 1, however, that there is even more 
to price variations than changes in grain output and a time trend. In the 
relatively short period covered by Labrousse’s price-output data, four of 
the eight changes in output (wheat or rye) are associated with price changes 
in the same direction and four with price changes of opposite sign. This 
is certainly not indicative of a stable demand curve and makes it difficult to 
isolate the effect of price (and of income variations correlated with price) 
on demand. Although this hardly constitutes a satisfactory test, it may be 
worth noting that in all instances of negative slope’® but one the price 
elasticity is above one, the exception (wheat in 1780-1781) showing an 
elasticity close to unity. 

More significantly, a computation of the expected revenue at each output 
level gives the following series: 


Product 7 8 9 

Wheat Revenue 173.6 17 (1) 181.6(3) 197.8(6) 

Rye Revenue 119.7 17 (1) 120.1(6) 136.6(5) 
Note: The number of observations is given in parenthesis. 


This definitely adds to the evidence of more than unit price elasticity of 
total demand for grains. 

It remains true that applying to a crop the average of monthly prices in 
the next calendar year represents a questionable operation. It appears from 
the records that a crop which became available in August must last through 
the next July."® Neglecting the carry-over of stocks, a five-month supply is 
thus sold in the year of harvest and a seven-month supply in the following 


14 The long-run trend is computed by Labrousse as a thirteen-year moving average over the 
six preceding and following years and the year itself. Cf. Esquisse, p. 155. 

15 Cf, footnote 13. 

16 The hypothesis of a positively sloped demand curve (i.e. bread as an inferior food) 
cannot be accepted. Of the four output changes associated with price changes in the same 
direction, three represent variations of only one index unit and one a variation of two index 
units. In contrast, the output-price correlation is always negative when the output variation is 
large. Further evidence of negative slope is found in the table of expected revenues at each 
output level and in the post-Napoleonic data presented later in this article. 

17 The revolutionary year 1789 was excluded as representing something more than a random 
disturbance. 

18 In southern France, the corresponding period would be July through June. This difference 
is reflected in seasonal price movements: compare the wheat chart for Caen with that for 
Angouléme and Toulouse in Esquisse, p. 161. 
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year. The sharp seasonal price increase in the spring following a bad 
crop also suggests that speculation does a poor job of equalizing supply 
over time™ so that the effect of a poor crop is felt most keenly in the 
seven months of the next calendar year. Conversely, available data *? show 
that a good crop does not drive prices down immediately and that the 
“dumping” of the crop is effected progressively over the whole of the next 
calendar year. The sum of these observations is that the use of a “next 
calendar year” average price may be fairly satisfactory in determining a 
crop’s market value.” 

It is unfortunate, however, that Labrousse did not supply—at least in an 
appendix—a larger body of data on regional monthly price variations. The 
charts offered for a few selected years are perhaps enough for limited gen- 
eralizations, but they do not make possible a reconstruction of “crop-year” 
price series on solid ground. The averaging without weights of twelve 
monthly prices introduces a bias which, if anything, tends to understate 
elasticities: in years of shortages, a smaller weight should be given high price 
end-of-crop months (May through July) to accord with the seasonably low 
level of supply and sales, while no such adjustment is needed in years of 
abundance during which supply appears to be seasonally equalized. 


Ill 


If the demand for grains appears to be elastic, the same will a fortiori 
hold of the demand for bread. For one thing the existence of additional 
stable costs between the farm and the bakery’s shelves makes for a smaller 
relative variation of the bread price. More important, however, is the fact 
that the non-bread portion of the demand for grains, that is, seeds, is itself 
very inelastic. As for the effect of grain imports and exports, the evidence is 
that they represent no more than an infinitesimal portion of home production 
throughout the period.”* It remains to be seen whether an adequate explana- 
tion of bread-demand elasticity can be derived from our knowledge of 
French consumers’ habits and preferences in the late eighteenth century. 

It should first be emphasized that the price-quantity relationship contained 


19 The scandal and publicity surrounding speculative profits in times of crisis bear an inverse 
relation to the effectiveness of speculation in equalizing supply over time. The inflationary psy- 
chology created by shortages in the spring allowed a swarm of sharp traders to make quick 
turn-over profits within that period. Profit-seeking storage on a long-run basis appears to 
have been of very limited scope. On the necessity of creating a national storage program, see 
Turgot, “Quatriéme lettre sur le commerce des grains,’ pp. 171-72. 

20 Labrousse, Esquisse, Graphique xiii, p. 161. 

21 Making the extreme assumption that a fixed amount (say 3.5 in index units of Table 1) 
is consumed out of the new crop in the following five months, and that whatever is left is 
consumed (for food and seeding purposes) over the following calendar year, total consumption 
in each calendar year is equal to the crop of the previous year. 

22 Cf. Labrousse, Esquisse, pp. 122 ff. 
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in the data of Table 1 cannot be viewed as a strict Marshallian demand func- 
tion. Even after eliminating “independent” income fluctuations, there re- 
mains the effect of income variations correlated with price. Although the 
present argument contradicts Labrousse’s assertions with respect to rental 
and feudal incomes, it leaves intact—or rather reinforces—his conclusions 
that the majority of incomes vary inversely with the price of grains. The 
empirical price-demand relationship represents, therefore, the simultaneous 
effect of price and of correlated income variations, both of which would 
tend to limit consumption in times of high bread prices and to favor it in 
periods of low prices. In addition, prices of substitutes are allowed to vary— 
and do so—in response to conditions in the bread market. 

Even though the empirical elasticity might not reach the (minus) unity 
mark in the absence of associated income effects, there are good reasons to 
believe that price alone goes a long way toward shifting the level of bread 
consumption. The most potent of all is that the majority of consumer units 
are low-income families for whom bread represents up to 80 per cent of 
the food budget and from 50 to 70 per cent of the total budget. Those fig- 
ures, abundantly documented by Labrousse,”* reflect an essential aspect of 
French consuming habits. “Bread is the basic food ‘par excellence,’ the essen- 
tial item of the people’s life. . . . Whatever its composition, bread constitutes 
the raw material of Ja soupe. La soupe is served, notably in the country, up 
to three times a day. It is the basic dish of the main meals, enriched with 
vegetables and sometimes with salt pork on Sundays.” And whatever their 
composition, all soups have a common character: they are “essentially a 
recipe to season bread.” 

The implications of an extreme situation in which income is entirely spent 
on bread are clear. The price elasticity of demand for bread would then 
be exactly equal to unity. Since, however, bread expenditures averaging 40 
per cent of the budget would have to be wiped out before bread consumption 
falls in proportion to price, elasticity will tend to go below unity. On the 
other hand, total expenditures on bread might well be reduced as a result of 
high prices if inferior substitutes have to be bought to maintain a minimum 
calorie intake. 

On the whole, there is more likelihood that higher bread prices will mean 
lower bread expenditures. Where bread represents 80 per cent of the food 
budget—and has to be “seasoned” in some manner—little substituting for 
other food items is possible. The substitution of food for non-food items is 
in turn limited: a 10 per cent increase in food expenditures would mean a 
30 per cent decrease in the sum of other articles, which are all of prime 
necessity (clothing, heating, and lighting). Instead, the reduced bread con- 
sumption forced by higher prices will lead to a further cut so as to make 
funds available for the purchase of inferior substitutes. The shift will be at 


23 Ibid., pp. 574-97- 
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first from wheat or mixed wheat bread to rye bread, then to buckwheat and 
corn meal, and finally to beans and turnips.** That such a chain of substitu- 
tions takes place is evident from the order of joint demand elasticities which 
are higher for wheat and decrease progressively with rye, corn, and buck- 
wheat. More precisely, all farm price series follow the same cyclical pattern, 
the amplitude of variation increasing progressively from wheat to buck- 
wheat.”” Although no crop series are available for corn and buckwheat, the 
early nineteenth-century evidence *° for buckwheat is that production varied, 
if anything, inversely with that of wheat. The late sowing of the “poor’s” 
grain made its culture conditional on the wheat or rye crop prospects, with 
the result that the price impact of demand shifts is understated by market 
figures. For beans, observation of the price series reveals again parallel cycles, 
with, however, a relatively low variability.2* This, of course, does not ex- 
clude the possibility of a high demand in association with grain shortages: 
even more than buckwheat, beans could be planted late to make up for grain 
deficiencies and thus be abundant in periods of bread scarcity. 

It is unnecessary to analyze in detail the associated effect of income 
changes within the various social categories. Given the size of bread expendi- 
tures in the majority of budgets, a decrease in income would have results 
very similar to those of an increase in bread prices. Before examining post- 
revolutionary data, however, a few words on other components of bread 
demand are in order. The share of the wealthy and of the well-to-do cannot 
be entirely neglected. They introduce an inelastic element which may be- 
come significant at very high prices, when the relative share of the majority 
has been seriously reduced. Inelasticity of total demand should therefore be 
expected in the region of acute shortage. Furthermore, it can be seen that 
any improvement in the lot of the low-income group or any reduction in 
the average level of grain prices would—ceteris paribus—lead to a lowering 
of the elasticity of demand for bread. Conversely, the introduction of inferior 
substitutes should make for even greater elasticity. 


IV 


With the disappearance of feudal incomes derived from the sale of a 
fixed proportion of the crop, the problem of measuring fluctuations of the 
crop’s market value in response to productivity changes loses some of its 


24,4 certain fraction of the buckwheat, corn, and even bean crop would be incorporated 
into bread in periods of scarcity. Although Labrousse tends to exaggerate the extent of this 
substitution, the reader should understand that, in the context of this demand analysis, “bread” 
is meant to be wheat, rye, or mixed wheat and rye bread. 

25 Labrousse, Esquisse, pp. 212-13, 218-19. 

26 “Relevé des rapports sur le produit des récoltes de céréales de 1815 4 1835.” Archives 
Statistiques du Ministére des Travaux Publics, del’ Agriculture et du Commerce, p. 78. 

27 Labrousse, Esquisse, pp. 262-63. gas 
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importance. The emphasis should instead be shifted to bread demand as 
such, so as to determine whether a more than unit elasticity persisted 
through the first half of the century. To the extent, however, that later fig- 
ures may shed light on the last decades of the Ancien Régime, crop market 
values have been computed over the thirty-year period 1815-1845. 

The per-acre output figures associated with a given calendar year in 
Table 3 are those of the previous crop. The pattern of monthly prices for 
selected years*® suggests that whatever speculation may then have been 
practiced was not sufficient to spread the impact of a crop equally over the 
next twelve months. The tendency to postpone adjustment to the follow- 
ing calendar year is further evidenced by the lagged reaction of trade to 
internal supply conditions.”® 





TABLE 3 


WHEAT: PRODUCTIVITY, PRICE, INDEX OF CROP VALUE, PER CAPITA 
CONSUMPTION, AND INDEX OF PER CAPITA EXPENDITURE 


(1) (2) (3) (4) (5) (6) 
Previous Year's Index of 
Productivity Index of Per Capita Per Capita 
ber Hectare * Price per Crop Value Consumption © Expenditure 
Year (Hectoliters) Hectoliter © (2) x (3) (Hectoliters) (5) x (3) x 10 


1816 8.59 28.31 a: I. 288 
I. 


1817 9.73 36.16 i. 416 
1818 10.27 24.65 : ie 

1819 11.40 18.42 
1820 12.87 19.13 
1821 9-47 17.79 
1822 12.25 15.49 
1823 10.60 17.52 
1824 12.09 16.22 
1825 12.65 15.74 
1826 12.57 15.85 
1827 18 18.21 
1828 58 22.03 
1829 81 22.59 
1830 79 22.39 
1831 5 22.10 
1832 .0 21.85 
1833 5 15.62 
1834 15.25 


Reb & VR OO mM 


* Statistique Générale de la France (1928), p. 51. 

» Ibid. 

© Home supply: 

plus net imports: Statistique Générale de la France, (1928), p. 133. Trade figures are only 
available after 1826. 

minus seed requirements: Computed as 2 hectoliters per hectare—area under wheat given 
by: Statistique Générale de la France (1928), p. 51. 

divided by population: Statistique Générale de la France (1928), p. 6. 


28 “Prix moyen, département et par mois de l’hectolitre de froment—moyenne pour toute la 
France.” Archives Statistiques, pp. 17 ff. 
29 Statistique Générale de la France (1928), p. 133. 
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TasLe 3 (Continued) 
WHEAT: PRODUCTIVITY, PRICE, INDEX OF CROP VALUE, PER CAPITA 
CONSUMPTION, AND INDEX OF PER CAPITA EXPENDITURE 
(2) (3) (4) (5) (6) 
Previous Year’s Index of 
Productivity Index of Per Capita Per Capita 
per Hectare # Price per Crop Value Consumption ® Expenditure 
Year (Hectoliters) Hectoliter (2) x (3) (Hectoliters) (5) x (3) x10 
1835 12.68 15.25 193.5 1.69 258 
1836 13.43 17.32 232.6 1.82 315 
1837 12.03 18.53 222.9 1.68 311 
1838 12.56 19.51 245.0 1.67 326 
1839 12.41 22.14 274.8 1.56 345 
1840 11.82 21.84 258.1 1.64 358 
1841 14.62 18.54 271.1 2.02 375 
1842 12.67 19.55 247.7 1.74 340 
1843 12.79 20.46 261.7 1.78 : 364 
1844 13.00 19.75 256.8 1.84 363 
1845 14.52 19.75 286.8 2.01 397 


An evaluation of revenue variations as a function of output can again be 
obtained in two ways: 

(1) Although this constitutes weak evidence, we may again compare 
year to year movements of prices and outputs, after eliminating cases in 
which the two variables vary in the same direction and those of insignificant 
(less than 5 per cent) output changes. Of the sixteen written remaining cases, 
only three fail to show a parallel movement of output and revenue: 1817- 
1818, 1819-1820, and 1827-1828. The crop of 1816 (1817 price) may well have 
fallen in the inelastic region of demand: not only did output per acre fall 
in volumetric units, but the flour yield per bushel was 80 per cent of normal. 
The previous crop was itself extremely short, all reserves had been wiped 
out by foreign occupation forces in 1815, and planted acreage had also 
fallen.*® On the other hand, the prosperity of the years 1814-1815 may have 
placed an unusual abundance of purchasing power in the hands of bread 
consumers. With or without additional explanation, however, the record 
substantiates our interpretation of earlier data. 

(2) The expected value of revenue at various crop levels computed from 
Table 3 again evidences a marked increase of revenue with output—once 
the years 1816 and 1817 have been excluded: 

Productivity <10 10-11 II-12 12-13 13-14 >14 
Expected Revenue 168.5 224 230 245 266 
Number of Observations I 3 13 2 3 


The fact that outputs show a slowly increasing trend throughout the 
period would make the correlation spurious if prices did exhibit the same 
tendency. This, however, is clearly not the case. 

The demand for bread (we now neglect the rye component) must again 


30 Alexandre Chabert, Essai, p. 401. 
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have shown more than unit elasticity. Per capita consumption of wheat has 
been obtained in Table 3 after subtracting seed requirements from total 
home supply and adding net imports. Assuming the price of bread to be 
proportional to that of grains—and thus underestimating price elasticity of 
bread demand—an index of per capita bread expenditures is obtained in 
column (6). As expected, it follows and exaggerates the pattern of crop 
market values shown in column (4). 


Vv 


It is probably fair to argue that conditions in the first half of the 
nineteenth century were not far removed from those in the last prerevolu- 
tionary years. Despite the abolition of feudal burdens and widespread dis- 
tribution of the bens nationaux, improvements in the lot of the farming 
community were not spectacular. Real wages appear to have increased some- 
what, although the index in 1820 was only 3 per cent higher than in 1S00.** 
By the middle of the century, food is still using up to 65 per cent of the 
workers’ budget, and bread alone more than 50 per cent.** Grain produc- 
tivity keeps influencing incomes, although enough external causes of dis- 
turbances are at work to displace the wheat crop as major determinant of 
business cycles. 

In the light of our interpretation, however, the time should come when 
incomes have risen enough to reduce the relative importance of bread ex- 
penditures in the budget and thus make bread demand more inelastic. 
Empirical data fail to reveal any such development. When the per capita 
consumption and price series are analyzed through 1913, the behavior of 
demand remains elastic, except perhaps over the period 1845-1860, when 
one half (4) of the relevant year-to-year comparisons (8) show inelasticity. 
From 1860 to 1913, the ratio is only four out of thirty-one. 

The 1845-1860 evidence is much too thin for one to conclude that higher 
incomes did in fact reduce demand elasticity until new patterns of con- 
sumption followed in the trail of industrial growth and destroyed the 
validity of earlier analysis. There is no difficulty, however, in pointing out 
some of the compensating factors—all of which were at work throughout 
the century and became increasingly significant in maintaining elasticity. 
One is the introduction of potatoes in the popular diet. Production of this 
inferior substitute increases from 1.6 million (metric) tons in 1815 to 5 
million in 1830, 7 million in 1860, 10 million in 1880, and 12 million in 
1900. Another is that, as the popular diet improves and comes to include 
not only more bread, but also meat and wine on a regular basis, pressure 
to maintain consumption of high calorie foods above a minimum level 
tends to fall. All this while, budgetwise, maintaining consumption is becom- 


31 [bid., p. 230. 
32 Ibid., pp. 217, 226. 
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ing increasingly feasible. In other words, the public would rather lose the 
calories, of which it now receives more than it requires, than sacrifice any 
of the meat and wine—and other amenities of life—to which it has become 
accustomed, Where non-bread expenditures were previously too small and 
too indispensable, they are now taken as too good to be turned into bread. 
The result in either case is to force some elasticity into bread demand. 
There is evidently room in the literature for a detailed history of bread 
and bread demands in France. Imagine Ashley’s Bread of Our Forefathers 
in a French setting, buttressed with some economic analysis and baked as 
a crusty French loaf! Let us wish, however, that the book be written with 
minimum reliance on contemporary interpretation. Unless this author 1s 





very much mistaken, Labrousse misconstrued § valuable set of data and 


was influenced by preconceptions born from his readings of eighteenth- 
century economists. Let us wish further that, whatever misconstructions re- 
main, they will not be so convincing as to be incorporated in the work of 
the critics. 

Anpbré Danitre, Harvard Universit 


REPLY TO MR. DANIERE AND 
SOME REFLECTIONS ON THE 
SIGNIFICANCE OF THE DEBATE* 


We have reason to be grateful to Mr. Daniére for bringing the thesis of 
Professor Labrousse to our attention once again. For this is not just an 
ordinary thesis. Since its statement in the thirties, it has become a staple of 
French historiography, shaping and informing the work of a whole genera- 
tion of scholars. Such terms as “crise d’ancien type,” “crise de sous-produc- 
tion agricole,” and “économie des blés et des textiles” have become stock 
phrases, and few French historians would think of discussing any trade 
crisis before the middle of the nineteenth century without laying special 
stress on the causative role of inadequate harvests.’ Indeed, the fame of this 


*I am indebted for comments and advice to some of my colleagues at the Center for 
Advanced Study in the Behavioral Sciences, in particular Milton Friedman, George Stigler, 
Robert Solow, and Melvin Reder. Needless to say, none of these is responsible for what use or 
misuse I may have made of his suggestions. 

1In this regard the volumes of Alexandre Chabert, especially his Essai sur les mouvements 
des revenus et de l'activité économique en France de 1798 & 1820 (Paris: Médicis, 1949), are 
only the most striking example of work deriving inspiration from the Labrousse model. See 
also P. Léon, La natssance de la grande industrie en Dauphiné (2 vols.; Paris: Presses Universi- 
taires, 1954); R. Schnerb, Le XIX° siécle [‘“Histoire générale des civilisations,” Vol. VI] 
(Paris: Presses Universitaires, 1955), pp. 11-12; the articles of Paul Leuilhot and Jean Meuvret 
in such periodicals as the Annales; as well as a large number of local studies in regional journals. 
For some of these, see Leuilliot, “Les crises économiques du XIX° siécle en France: de la 
disette de 1816-1817 a la famine du coton (1867),” Annales: économies, sociétés, civilisations, 
XII (1957), 317-25. 
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thesis has so flourished with time and Professor Labrousse had become so 
closely identified with the problem of agriculture and the cycle, that any 
kind of link between harvests and farm income on the one hand and busi- 
ness conditions on the other—even where the relationship observed is the 
opposite of what the Labroussian model would lead one to expect—has been 
enough to make scholars cite his name in evidence.” 

In some ways, the theme has become almost a sacred object. Reference 
to it or to the works in which it first appeared are usually garnished with 
such adjectives as “magistrale” and “classique.” And while some of this, no 
doubt, is just /a politesse francaise—the French language, as is well known, 
is more ornate in its courtesies than ours—much of it is an expression of 
intellectual fealty.* The fealty is sometimes pushed far: when my earlier 
essay in criticism of the model was listed in the routine bibliography of pe- 
riodical articles of the Revue historique, it received the unusual honor of a 
parenthetical moral judgment: “critique malveillante des théses de C. E. 
Labrousse et A. Chabert.” * 

It seems to me that this sanctification of a scholarly hypothesis has been 
extremely unfortunate. It has been unfair to Professor Labrousse, who is 
one of the world’s great economic historians and has been ill served by 
his admirers. His analysis of the harvest-trade cycle in eighteenth-century 
France was, whatever its weaknesses, a brilliant, imaginative attempt to 
pull an enormous body of data together and provide a unified model of a 





whole economic order. It could have, and should have, been an inspiration 
to research, inquiry, and verification by other scholars—and joined thereby 
that select group of historical theses (those of Weber, Turner, and Pirenne, 
for example) that have earned the description “seminal.” Instead, the model 
has served only too often as a sort of procrustean bed into which historians 
have forced the data of French economic history without regard to the 
complexities and even contradictions of the evidence.® As is so often the 


* Thus even so careful a historian as Paul Leuilliot, noting a report that low grain prices in 
Germany in the 1820's compelled farmers to cut down their purchases, concludes that “this 
judicious remark . . . confirms the agricultural origin of the economic crises of the Old 
Regime type, so well elucidated by the works of Mr. E. Labrousse.” “Les correspondances 
consulaires modernes (1815-1830), Annales, V, (1950), 226. (The remark mentioned is 
taken from a report of the French consul in Dresden in October 1826.) And the same historian, 
describing business conditions in Normandy, speaks of “the crisis of low agricultural prices 
in 1850-1851 coming finally, in accordance with a theme dear to E. Labrousse, to suspend the 
purchases of the peasantry.’ “Les crises économiques du XIX ° siécle,” p. 321. 

3 To choose only one example, cf. R. Baehrel and J. Meuvret in a debate over method; thus 
Bachrel: “But these views [of Labrousse] which ‘deserve,’ Jean Meuvret points out correctly, 
‘to be considered a classic,’ do they not destroy his entire interpretation by confirming brilliantly 
what we were arguing: these prices of cloth falling to about 1655-1660, do they not prove 
that the general movement of grain prices was upward until that date?” “L’exemple d'un 
exemple: histoire statistique et prix italiens,” Annales, IX (1954), 224. 

4 CCVII (1952), 161. 

5 But note the independence of some, especially the younger, scholars: certain contributors to 
Aspects de le crise et de la dépression de l'économie francaise au milieu du XIX ° siécle, ed. 
E. Labrousse [‘‘Bibliothéque de la Révolution de 1848," Vol. XIX] (La Roche-sur-Yon: Impr. 





Reply to Mr. Danieére 333 





case—and not only in History—the master has proved to be more supple 
than some of his epigoni.® 

In a larger sense, this unquestioning acceptance of the Labrousse hypoth- 
esis has been unfair also to French historiography. And this, not only be- 
cause of the substantive errors it has induced but because it has cut off 
French scholars from those aspects of contemporary economic analysis that 
are of relevance to history. Under the best of circumstances, historians suffer 
in France by their separation from economics, which until 1957 was isolated 
in the faculties of law. In this particular instance, however, separation has 
been reinforced by dogma, and a generation of work on the business cycle 
has been a closed book to French economic historians. 

For these reasons, the essay of Mr. Daniére is a welcome reminder of the 
indispensability of criticism to historical scholarship. It has, in my opinion, 
serious shortcomings. But it does reopen the debate, and that can only be 
helpful. 

* * * 

Mr. Daniére’s essay makes two points, one explicit, one implicit. The 
first is that the elasticity of the demand for wheat in eighteenth-century 
France was greater than unity; the second, that given such elasticity, the 
Labroussian model of the harvest-trade cycle becomes theoretically plausible. 

The first is based on poor data,’ drastically censored and manipulated 
without regard to the rules of good statistical procedure. Mr. Daniére has 
price and quantity figures that are poorly correlated; by plotting price on 
quantity, he shows that value increases as quantity rises. The result is not 
surprising; if the correlation had been zero, he could have demonstrated 
perfect elasticity. Yet what is sauce for the goose is sauce for the gander. 
If we plot quantity against price, we obtain just the opposite result; and 
if the correlation were zero, we could prove perfect inelasticity.* In the light 








Centrale de l'Ouest, 1956); and to the special number of the Revue du Nord, XXXVIII (Janu- 
ary—March 1956) dealing with the crisis of 1846-1851 in the Nord; or B. Gille in his yet 
unpublished thesis ‘“‘Banque et crédit sous la Monarchie censitaire’” (University of Paris, 1957); 
or Pierre Dardel, “Crises et faillites 4 Rouen et dans la Haute-Normandie de 1740 a l'an V,” 
Revue d'histoire économique et sociale, XXVII (1948), 53-71, esp. 70-71; or, in a larger sense, 
Henri Calvet in his review article, “Sur l"histoire de la révolution frangaise,” Revue d'histoire 
moderne, | (1954), 301-5, and Ch. Pouthas, in his review of Aspects de la Crise, ibid., IV 
(1957), 309-16. 

6 See Labrousse’s introduction to the Aspects de la crise cited above. 

7Mr. Daniére is mistaken in taking the question of the accuracy of the data lightly (p. 319). 
On this point one should keep in mind the numcrous cautions of Labrousse, who for all his 
desire to make the most of the statistics, never went so far as to try to calculate elasticities of 
demand. Thus, in the Esquisse, II, 396: “The curve of the value of output, obtained from the 
two national series of yields and prices, must therefore be read with precaution: it does not 
permit, both in view of the nature of the averages used and the make-up of the series drawn 
from the ‘Relevé du produit des récoltes,’ of any manipulation.” Cf. also, on the weaknesses 
of the prices, “Prix et structure régionale: le froment dans les régions frangaises, 1782-1790,” 
Annales d'histoire sociale, 1 (1939), 385-86, 387. 

8 Thus the figures corresponding to Mr. Daniére’s calculations for the eighteenth century 
(Table 1, above) would be as follows (number of observations in parentheses) : 
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of this weakness in method, we need not enter into the other shortcomings 
of his analysis.? 

The second point is the more important, although Mr. Daniére gives it 
only passing mention. It breaks down into a number of sub-problems, some 
theoretical, some empirical. There is first the relevance of the demand for 
wheat. Mr. Daniére assumes that if he can prove elasticity of demand for 
wheat, he will have proved it for grains as a whole.’® This is a non sequitur. 

Secondly, what if it could be shown that demand for farm products was 
elastic? What would that tell us about the demand for manufactures? If 
people spend less for food, they have more to spend on other things. In a 
substantially closed economy, the only way one can argue a causal relation- 
ship between farm prices and demand for manufactures is to postulate shifts 


in income affecting aggregate consumption—or, to be more rigorous, spend- 
ing. This is the kind of thing that I tried to do something with in the 
1950 article.” It is, as I noted there, a complicated question, with all manner 
of conflicting forces pulling one way or the other at different price levels 
for different occupational and income groups. 





Wheat j 
Price Level Revenue Price Level Revenue 
19-<21 188.6 (4) 12-<14 115.4 (4) 
21-<23 209.6 (4) 14-<.16 132.3 (4) 
23-<.25 200.4 (4) 16-<17 146.3 (4) 
25— 221.2 (3) 17— 153.5 (3) 

For the nineteenth century, and omitting the figures for 1816 and 1817 as does Mr. Daniére, 
the results are (number of observations in parentheses): 
Price Level 15-<17 17-<19 19-<20 20-<22 22— 
Wheat Revenue 201.8 (7) 216.1 (7) 256.5 (5) 253-7 (3) 261.5 (6) 

9Mr. Daniére cannot validly argue that owing to the assumed autonomy of supply, he is 
right in plotting value against quantity rather than price. For this would imply that the data 
on quantity are far more reliable than those on price, whereas here the opposite is true. 
Moreover, in general, no such arbitrary choice is justified where the correlation is so poor 
and the regression lines diverge so widely as here. (See the tables and figures in the Ap- 
pendix.) On this problem, cf. Henry Schultz, Theory and Measurement of Demand (Chicago: 
University of Chicago Press, 1938), pp. 146-48. It should also be noted that where there are 
serious errors in observation in the independent variable (which for Mr. Daniére is quantity), 
the estimated slope of the regression will be significantly biased toward zero, in this case 
elasticity. 

This identification error is apparently not an uncommon one in analyses of agricultural 
demand. Cf. the new study of Georges Bublot, La production agricole belge: étude économique 
séculaire, 1846-1955 (Louvain: E. Nauwelaerts; Paris: Béatrice-Nauwelaerts, 1957), pp. 174-75. 

10 Mr. Daniére’s progress on the path to this misapprehension may be traced by a number 
of landmarks. On p. 324, after citing the wheat and rye data for the eighteenth century, he 
remarks: “This definitely adds to the evidence of more than unit price elasticity of total de- 
mand for grains.” On p. 325, he states that all the evidence is in: “If the demand for grains 
appears to be elastic. . ."" And on p. 331, after examination of the post-1815 experience he 
assumes that elasticity is an indisputable fact and writes: “Let us wish further that, what- 
ever misconstructions remain, they will not be so convincing as to be incorporated in the 
work of the critics.” 

11 THE JourRNaL oF Economic History, X (1950), 199-201. 
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Finally, there are the statistics on food prices and industrial activity. And 
this, of course, is the heart of the matter. We may theorize and debate all 
we like; the proof of the argument is in the facts such as we can ascertain 
them. These, whether drawn from Labrousse or such studies as have ap- 
peared since, seem to me to support my contention of 1950 that throughout 
the middle range there is no clear influence of harvests on business activity; 
that only at the extremes, particularly during famines, do unusually high 
food prices and popular unrest seem to cripple business in general.’ 

All of this shows again how much we need further empirical work and 
how important it is that this research be informed by an appreciation of 
the limitations of the data and an understanding of the theoretical issues. 
I could not agree more with Mr. Daniére about the desirability of a French 
Bread of Our Forefathers. But this is not the way to begin. 

Davin S. Lanpes, University of California, Berkeley 


APPENDIX 


TABLE I 


CROPS AND PRICES OF WHEAT AND RYE IN FRANCE, 1774-1789 


WHEAT RYE 
Logs of Logs of Logs of Logs of 
Index of Price per Index of Price per 
Yield ¢ Setier Yield @ Setier 
(log x) (log y) (log x) (log y) 
84510 1.39463 84510 1.23325 
1.04139 1.30449 -95424 1.13609 
-90309 1.30911 -90309 1.14082 
1.00000 1.35984 95424 18041 
1.00000 1.32654 95424 .14582 
95424 1.29358 -90309 .10619 
-95424 1.32201 90309 .16997 
.90309 1.37694 -90309 .22866 
-90309 1.37014 -90309 .21827 
95424 1.37894 95424 .22401 
95424 1.36455 95424 .21272 
-95424 1.34361 -90309 18412 
95424 1.34439 1.00000 .18298 
1.00000 1.39985 1.00000 23426 
84510 1.53301 84510 38364 


Source: Labrousse, Esquisse, II, 400. The actual figures for yield and price (the antilogarithms) 
are given in Mr. Daniére’s Table 1, p. 321 above. 


4 For the preceding year. 


12 Cf. the sources cited in footnotes 1 and 5 above. 
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(The dotted lines represent 95 per cent confidence limits for the respective regressions.) 
Source: See Table 1, above. 
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Diog y-log x = —.502105 


Diog x.log y = —.265182 


(The dotted lines represent 95 per cent confidence limits.) Source: See Table 1, above. 
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TABLE 2 
SUPPLY AND PRICE OF WHEAT IN FRANCE, 1816-1860 
I 2 3 4 5 6 
Net 
Quantity Import 
Available *® Value (in 
(in hecto- Price (thousands of thousands 
liters) (in francs) francs) of hecto- 
x logx” y log y © (7X3 liters) 
30,516,451 48458 28.31 45194 863,921 
33,972,084 53110 36.16 55823 1,228,431 
38,737,520 58816 24.65 39182 954,880 
43,451,403 63799 18.42 26529 800,375 
59,473,574 70303 19.13 28171 965,559 
34,841,562 54208 17.79 25018 619,831 
48,623,648 68681 15.49 19005 753,150 
41,147,075 61437 17. 24353 720,897 
48,908,398 + 68940 16. 21005 793,294 
52,080,634 71667 15. 19700 819,749 
51,245,001 70969 8 20003 812,233 
49,825,955 69749 3. 26031 907,331 
46,889,684 67108 03 34301 1,032,980 
48,774,536 68815 59 35392 1,101,817 
54,262,113 73448 39 35005 1,214,929 
43,438,698 63789 .10 34439 959.995 879 
50,350,176 70200 21.85 33945 1,100,151 4240 
69,376,458 84123 16.62 22063 1,153,037 —227 
55,209,645 74202 15.25 18327 841,947 -258 
56,038,140 74850 15.25 18327 854,582 —267 
61,037,870 78561 17.32 23855 1,057,176 -go 
56,582,989 75266 18.53 26788 1,048,483 -185 
56,444,036 75159 19.57 29026 1,101,22 -550 
53,156,595 72558 22.14 34518 1,176,887 393 
55,912,168 74749 21.84 33925 1,221,122 2040 
69,057,095 83923 18.54 36811 1,280,319 —698 
60,015,463 77830 19.55 29115 1,173,302 -296 
61,724,010 79043 20.46 31091 1,262,873 1738 
64,389,835 80882 19.75 29557 1,271,699 2098 
71,821,575 85625 19.75 29557 1,418,476 313 
64,759,464 81131 24.05 38112 1,557,465 4670 
58,637,346 76819 29.01 46255 1,701,069 9899 
84,989,386 92937 16.65 22141 1,415,073 -675 
73,106,129 86398 15.37 18667 1,123,641 -2956 
74,513,944 87221 14.32 15594 1,067,040 -4345 
71,233,036 85266 14.48 16077 1,031,454 -4755 
71,715,134 85564 17.23 23629 1,235,652 -2091 
775378176 88863 22.39 35005 1,732,497 3734 


Source: France, Annuaire statistique, XXV (1905), Résumé rétrospectif, pp. 32*-33*, 88*. 

4From 1816 through 1830, quantity for year ¢ = harvest of year ¢— 7, minus twice the 
number of hectares sown in year ¢. From 1831 through 1860, quantity for year tf = harvest of 
year t — 2, plus net imports of year ¢ minus twice the number of hectares sown in year ¢. 

> The characteristic in each case is 7. 

© The characteristic in each case is 1. 
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I 6 
Net 
Quantity Import 
Available * Value (in 
(in hecto- Price (thousands of thousands 
liters) in francs) francs) of hecto- 
Year x log x” log y* (1 X 3) liters 





1854 56,210,562 74981 3. 45969 1,619,988 5318 
1855 87,849,611 94369 “3 46716 2,575,487 3485 
1856 68,604,254 83632 ; 48785 2,109,581 8604 
1857 75,603,893 87852 = 38686 1,842,467 3482 
1858 92,521,186 96624 , 22401 1,549,730 -4626 
1859 89,795,191 95328 : 22376 1,503,171 -6776 
1860 70,029,364 84528 ‘2 30621 1,417,394 -4094 


+ 


FicurE 3. REGRESSION ANALYSIS OF WHEAT SUPPLY AND PRICES IN FRANCE, 
1816-1860 
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Diog y-log x = — .21041175 


biog x.log y = — .28516371 


(The dotted lines represent 95 per cent confidence limits.) Source: see Table 2, above. 





REJOINDER 


I am not aware of having “censored and manipulated” the data, unless 
rejection from the sample of the revolutionary year 1789' and of the two 
years following the 1815 collapse is to be viewed as unreasonable. 

It is true that the term “grains” refers throughout my discussion to what 
for the French were “bread grains,” i.e., wheat and rye. I made no attempt, 
however, at solving the general equilibrium problem of the closed eighteenth- 
century French economy which, I agree with Professor Landes, is “a com- 
plicated question.” The only new assertion made in the relevant part of my 
article is that the revenue of those landlords and big farmers who depend 
on the basic wheat and rye crops were positively correlated with the size 
of the crops. Nowhere do I state that “demand for farm products” was 
elastic”; I indicate instead that price elasticity of demand for food (and this 
does not even include the whole of farm production) must have been close 
to unity.® If we neglect income effects, it would follow that the revenue of 
farm producers and traders as a whole was stable: losses of grain producers 
would be compensated by gains accruing to farmers specialized in crops 
favored by an “anti-cereal” weather, to those flexible enough to plant spring 
and summer crops (many perishable) in response to the general shortage,* 
and finally to traders. In the last analysis, those made poorer by low grain 
crops may have been (1) landlords dependent on a given percentage of the 
crop; (2) landless or poorly endowed peasants; and (3) farmers operating 
far away from main markets. If we accept Professor Landes’ distinction be- 
tween neutral and responsive markets, the net result would be a slump in 
manufactures. Final equilibrium in the grain market would thus incor- 
porate a depressing income effect. Although this is no more than a partial 
formulation, it fits Labrousse’s data and can easily be recast into a perfectly 
consistent general equilibrium system. 

Concerning the statistical “sauce,” I am not entirely unaware of the exist- 
ence of an identification problem in estimation. I did, however, solve it to 
my satisfaction by (1) observing that crop variations were clearly exogenous ° 
and (2) regressing price on quantity, while explicitly renouncing to distin- 
guish between the effect of price and that of the correlated component of 


1 Were it not for the fact that Landes’ regression of revenue (or quantity) on price is of 
questionable relevance, I would relieve my own conscience by pointing to his transferring a 
wheat observation from the (23-<25) to the (25 and over) price range so as to transform a 
seesaw series into a better-behaved one. 

2 Italics mine. 

3 Cf. p. 326. 

4 Cf. pp. 326-27. 

5 Cf. p. 322 and again pp. 324-25. 





340 André Danieére 





income.® In stating that errors of observation are particularly pronounced 
on the quantity variable, Professor Landes overlooks the fact that errors at 
the data-collecting level are completely superseded by those introduced in 
associating a given crop (as supply) with a particular price average (taken 
as the demand price for that quantity). This opens the door to correlation 
between the two error terms and the direction of whatever bias is thus in- 
troduced is far from obvious. On the positive side is a relatively large sam- 
ple variance of quantity observations which reduces the contribution of 
errors to the estimate. 

Given the above specifications, the computation of a regression of quantity 
on price makes good copy but little sense, except perhaps as a textbook 
example of the sort of operation that would indeed lead to wrong identifica- 
tion. Professor Landes exhibits a footnote awareness of the problem, although 
his combined treatment (including his reference to the twenty-year-old pub- 
lication of Schultz) leaves doubt as to whether he understands it correctly. 
The only relevance of a comparison between the two regression lines in the 
present context is to offer a visual impression of the poor correlation of data 
in the sample. The dispersion of observations is such that one should guard 
against offering numerical estimates of elasticity. This is certainly incon- 
venient, and I am the first to regret that data are not such as to allow greater 
confidence in one’s inferences. 

When, however, it comes to choosing between inelasticity (taken as ob- 
vious in Professor Landes’ previous interpretation of the data) and elasticity, 
I observed that on the face of whatever information we do have, and if we 
accept time-tested assumptions of “good statistical practice,” an elastic curve 
is most likely.’ From Professor Landes’ wording, it would seem that he 
expects data to “prove” hypotheses. As statistical methods reveal themselves 
powerless in supplying such “proof,” I gather that his answer is to throw 
away the data and pick a hypothesis that fits his “understanding of the theo- 
retical issues.” The present essay is less ambitious and goes on the assumption 
that a probability statement involving available data is better than an a priori 
position taken without reference to them. In spite of an obvious enthusiasm 
for my hypothesis, it should be noted that my conclusions are formulated in 
terms implying confidence rather than proof, this confidence growing as 
more evidence is adduced to feed it. 

Anpre Danitre, Harvard University 


6 Cf. p. 324 and again p. 326. 

7 Thanks to Professor Landes’ meritorious effort in computing log regressions, we know in 
addition that, except for a slight overlap in the rye series, the whole range of acceptable hypoth- 
eses at 95 per cent confidence is in the elastic band. 
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APPENDIX 


Although the clear-cut exogeneity of the quantity variable makes regression on quantity an 
obvious solution to the identification problem, Professor Landes’ facetious computation of a 
regression on price indicates that some proof is in order. 

A) In the absence of income effects and neglecting errors of observation, the specification is 

as follows: 

(1) D=aP+yn+o demand function 

(3) S=zZ supply function 

@ D=s equilibrium condition 

@ is a random deviation with normal distribution, mean zero. Z is an autonomous 
term, ie., E (2Zz@) = o. @ and n are the parameters to identify. 

B) With an income effect and income related to price, the specification becomes: 

(4) D=aP+6Y+y+u demand function 
(5) Y=aP+7+u’ income function 
@) S=2Z supply function 
(7) D=ss equilibrium condition 
u and wu’ are random deviations with normal distribution, mean zero. Z is an autono- 
mous term, i.e., E(Zzu) = 0, E(Zzu’) = o. We also assume: E(Zuu’) = o. 
a, 5, n, @ n’ are parameters of the demand and income functions. The demand func- 
tion to identify is obtained by substituting (5) into (4), Le., 
(8) D=(a + 8a’) P + (n + dy) + (u + Bu’) 
(9) D=BpP + y + v, where B = a + 30’, y = n + Sn, Vv u + bu’. 
The relevant system can be rewritten: 
(9) D=pP+y+yVv 
(10): 3 =Z 
Gaz) D=s 
v = random deviation with normal distribution, mean zero. = (Xzv) =o. B and y are 
the parameters to identify. 
The problem to solve is thus the same as under (A), Note, however, that B includes 
the effect of the income component correlated to price. 
C) Indentification of B through regression of P on Z: Substituting (10) and (11) into (9), 
we get 
(12) Z=BP+y+V 
or (13) P=1/BZ — y/B — v/B 
(144) P=P'Z+ y+ 
Through least-square regression of P on Z, we obtain 
=pz B’Xz2 + Ezv’ =zv’ 
est. B’ = —————- = f’+ 
=z" =z? =z2 
But: E(=zv’) = 1/B E( =zv) =o 

The least-square estimate of B’ (and therefore B = 1/B’) is thus unbiased. Identifi- 
cation of B through the alternative Landes regression of Z on P. 

Write: 

(12) Z=BP+y4+Vv 
Through least-square regression of Z on P, we obtain 
pz BX p? + Lpv =pv 
est. B = = —————- = 8 + 
=p? Zp? =p? 
From (14) =pv = 1/8 Zzv — 1/B Tv2 
Since E(zv) = 0, we have: 
E ({pv) = — 1/B nove 

A positive bias (B negative) is thus introduced by a regression of Z on P. The bias is propor- 
tional to the variance of deviations which, unfortunately, is very large in the sample. Thus 
the inelastic curve obtained by Professor Landes and his resulting merriment. 





SECOND REPLY 


To ease the task of the reader, I shall take up Mr. Daniére’s points in his 
order: 

1. The allegation of censorship refers to a number of omissions, of 
which the exclusion of the years 1789 and 1816-1817 is only the most venial. 
Mr. Daniére eliminates, when convenient, those years in which price and 
quantity do not shift inversely to each other; those years in which output 
changes are small; the years 1845-1860, which do not fit his hypothesis as 
well as those before. One of the basic rules of good statistical procedure is 
to make use of every scrap of evidence when data are scarce. 

2. Mr. Daniere states that I transferred a wheat observation from the 
(23-<25) to the (25 and over) price range so as to transform a seesaw 
series into a better-behaved one (note 1 of Rejoinder). The insinuation is 
unfortunate. The error is simply typographical: (23-<25) should read 
(23-<24), and (25—) should read (24—). 

3. My statement about the demand for farm products (p. 324) was by 
way of concession to Mr. Daniére. My point was that even if elasticity of 
farm products were given, we would stil not know about the demand for 
manufactures. Mr. Daniére refuses the concession. The reader may, if he 
wishes, change “farm products” to “wheat and rye”’—the only commodities 
for which Mr. Daniére adduces any evidence. The paragraph will hold as 
before—a fortiori. 

4. Mr. Daniére says that he “indicates” that “price elasticity of demand 
for food . . . must have been close to unity,” and refers the reader to p. 
326. Two points are relevant here: (a) He does nothing of the sort. He 
indicates (p. 326) that in the extreme situation where all income were spent 
on food, elasticity of demand would be unity. He also states (p. 326) that 
there were in the eighteenth century low-income families spending from 
50 to 70 per cent of their budget for food. The reader who wants to proceed 
from this to the conclusion that the price elasticity of demand for food 
in France as a whole, or even within this low-income group, was close to 
unity does so at his own peril. 

(b) Mr. Daniére makes clear on several occasions that he believes 
elasticity of demand for food to have been elastic, that is, more than unity: 
see, for example, p. 320 (“Because of a greater than unit demand elasticity”) ; 
p. 324 (“This definitely adds to the evidence of more than unit price 
elasticity of total demand for grains”); p. 328 (“Determine whether a more 
than unit elasticity persisted”); p. 329 f. (“demand for bread . . . must again 
have shown more than unit elasticity”); etc. If he wishes to abandon that 
position now, well and good. He may, with time, decide that demand was 
really inelastic. 
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5. Mr. Daniére offers, in this regard, an equilibrium model based on an 
assumption of unitary elasticity (“revenue of farm producers and traders as 
a whole was stable”); it fits, he says, Labrousse’s data. Two remarks: (a) 
even accepting the assumptions of the model, it in no way demonstrates 
that “the net result” of a poor crop “would be a slump in manufactures”; 
(b) it does not fit Labrousse’s data on industrial output (any more than 
Labrousse’s model does). And this, as I noted in my original reply, is the 
only meaningful test. 

6. I am not at all sure what Mr. Daniére means by his statement that 
“errors at the data-collecting level are completely superseded by those in- 
troduced in associating a given crop (as supply) with a particular price 
average (taken as the demand price for that quantity).” Presumably he is 
referring to the error that results from arbitrarily assigning to a given 
harvest the average price for the succeeding calendar year. If that is so, 
several remarks are pertinent: 

a. There is no way in which an error of this kind will supersede an- 
other. It simply complicates an already complicated situation. Mr. Daniére 
is adding here to something we already knew: the statistics are extremely 





poor. 

b. In so far as the errors in price and quantity are not correlated, it 
makes no difference what the error in the dependent variable may be. 
Only the error in the independent variable will Aas (not affect) the results; 
and the bias will be in the direction of elasticity. 

c. Mr. Daniére says that the arbitrary association of price and quan- 
tity figures “opens the door” to correlation, but notes that the effect of 
such bias as correlation would introduce “is far from obvious.” I agree. We 
are indulging in guesswork here. Note, nevertheless, that some of the most 
obvious correlations would again bias toward elasticity. Thus, the process 
of averaging prices over a year tends to eliminate extremes and make the 
apparent price lower in time of scarcity, higher in times of plenty. Similarly, 
the greater effort of farmers to diminish the appearance of their crops in 
bad years pushes quantity down relative to price and reduces the slope of 
the demand curve. 

7. Mr. Daniére speaks of my “facetious computation of a regression on 
price” and my “merriment” at obtaining an inelastic demand curve. I was, 
and am, perfectly serious. My purpose in calculating a regression on price was 
to show that our statistics are so bad that their behavior approaches that of 
a random scatter. In such circumstances, the regression lines diverge sharply 
—in the extreme case, they would be perpendicular to each other—and one 
does not simply choose one arbitrarily, especially where the independent 
variable of the regression in question is grossly approximate. If the figures 
were better, we could presumably say that the truth lies somewhere be- 
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tween the lines. Where they are as bad as they are here, even such a state- 
ment has little meaning. 

8. Mr. Daniére’s expression of doubt whether I understand the regres- 
sion problem correctly is again gratuitous. | am not a statistician, but I know 
poor statistics when I see them. 

g. I have no apology to make for citing Mr. Schultz’s work on statistical 
demand. None is necessary. 

10. Mr. Daniére concludes by stressing the modesty of his approach: his 
“conclusions are formulated in terms implying confidence rather than proof.” 
As noted in my original reply (note 10), his behavior contradicts his prudent 
intentions. My reservations on this score are confirmed by his Rejoinder. 
Thus he writes (note 7) that “we know ... that... the whole range of 
acceptable hypotheses . . . is in the elastic band.” But this is true only if 
we assume a priori that the regression on quantity is the correct expression 
of demand, and throw away the other. This is just the kind of assumption 
the statistics will not allow us to make. It is, in other words, a demonstran- 
dum, yet Mr. Daniére all but concludes with a Q.E.D. 

Davin S. Lanpes, University of California, Berkeley 





EDITORS’ NOTES 


M. Bertrand Gille, now of the Centre de Recherches Historiques, formerly of 
the Archives Nationales, has announced that the Bulletin of the Centre de Re- 
cherches sur I’Histoire des Entreprises, which suspended in 1956 (see this 
JournaL, XVII [1957], 451), is resuming publication on a semiannual basis. 
The terms of subscription are still not fixed. Those interested may get in touch 
with M. Gille at the Centre de Recherches Historiques, 52, rue de Varenne, 
Paris VII®. 


In collaboration with the Business Archives Council, the Liverpool University 
Press has announced a semiannual journal to be entitled Business History. The 
editor-in-chief will be F. E. Hyde, with S. B. Saul and J. R. Harris as assistant 
editors. The editors welcome not only contributions dealing with business history 
proper but also those treating larger questions of industrial and commercial 
change. The price of a year’s subscription will be $5.00. Those interested should 
write F. E, Hyde, Department of Economics, 11 Abercromby Square, The Uni- 
versity, Liverpool 7, England. 


Interested scholars have recently formed the Society for the History of Tech- 
nology. The chairman of the executive committee is Melvin Kranzberg. The 
society expects to begin publication of Technology and Culture in the fall of 
1959. Applications for charter membership ($10) in the Society for the History of 
Technology should be sent to Melvin Kranzberg, Room 315, Main Building, 
Case Institute of Technology, Cleveland 6, Ohio. 


A committee of some of the friends and colleagues of the late John Bartlet 
Brebner, Gouverneur Morris Professor of History at Columbia University, have 
undertaken to provide a memorial to this great scholar, who died in November 
1957 at the age of sixty-two. They propose to raise a fund of upwards of ten 
thousand dollars, the income from which will be used to purchase primary re- 
search materials not otherwise available in this country. This collection, to be 
kept in the Columbia University Library, will include, mostly in microfilm, 
manuscripts, newspapers, and other documents in the three fields of Brebner’s 
own scholarly interests: Canadian history, English constitutional and legal history, 
and the history of Britain since 1750. The committee feels that such a collection 
would be of use to as wide a range of students and scholars in this country as any 
memorial could be, and that it would be unusually flexible as well as highly ap- 
propriate to its purpose. Inquiries and contributions may be sent to R. K. Webb, 
Hamilton Hall, Columbia University, New York 27, N. Y. 


Warren C. Scoville, a summary of whose discussion at our last annual meeting 
appears in THE JourNAL oF Economic History for December 1957 (p. 599), has 
requested a clarification of his remarks as there reported. He writes that he had 
not meant “to link linear programming to the German Historical School” but 
“had intended to suggest that the present interest of economic theorists in linear 
programming, game theory, and economic growth might all prove to be some- 
thing of a fad.” 
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The Life of Lord Nuffield: A Study in Enterprise and Benevolence. By P. W. S. 
Andrews and Elizabeth Brunner. Oxford: Oxford University Press, 1955. Pp. 
Xil, 356. 25s. 


In 1954 Court published his Concise Economic History of Britain Since 1750. 
In it there is no mention of Lord Nuffield or the vast business he created, an 
omission to be explained by the lack until 1955 of any reliable account of Nuffield’s 
career. Future chroniclers of British economic development during this century 
will now hardly be able to omit at least a substantial reference to Nuffield. He 
was in at the birth of a major British industry; he created and controlled a 
firm which at different times has accounted for between one third and one fifth 
of that industry’s output of cars; as the authors write, “it seems probable that 
the British motor industry would never have developed as it has, had it not 
been for him” (p. 339). All this ensures his place in economic history. In addi- 
tion, there has been Nuffield the philanthropist, legendary for benefactions that 
have so far totaled some £27,000,000. Had he been born a century earlier, 
Nuffield would have been an obvious subject for the pen of Samuel Smiles. 

Although the authors disclaim any intention of writing a business history, 
emphasizing that their book is essentially a biography of an individual, there is 
in fact much business history in their contribution, and indeed it is difficult to 
see how this could be otherwise. Further, given Nufheld’s position in the British 
motor industry, it does not seem extreme to say that this volume is a considerable 
contribution to the history of that industry. Economists and historians are there- 
fore under a threefold debt to the authors. 

To write a biography during the subject’s lifetime involves obvious hazards to 
objectivity, especially when, as Andrews writes, the work is an “act of piety” on 
behalf of Nuffield College. In this case there was the added difficulty that the 
destruction of “many of the personal papers and detailed records which we might 
have used” threw much weight upon the willingness of the subject to be cross- 
examined. Even more difficult, however, was the problem of securing the co-opera- 
tion of others whose lives have at different points been importantly linked with 
that of the subject. Against such difficulties, however, must be set the advantage 
of having such co-operation. How often historians have wished, when faced with 
the gaps and contradictions of biographical material, that they could converse 
with their long-dead hero! If, then, there are places in the biography where one 
might wish for greater detail, there are others where we owe important informa- 
tion to personal interviews. There are, nevertheless, some unfortunate lacunae. 
Thus the authors seem reticent about commercial warfare, apart from the story 
of the spectacular price reductions of the early 1920's. The deep waters heave; 
there is a thrashing of bodies; one sees the flashing of teeth; but it is all rather 
murky and indistinct. Or again, though this is avowedly a biography of Nufheld, 
one page offers a slender record of his marriage, while of his religious beliefs there 
is no mention. This last omission is particularly unfortunate, since in many ways 
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Nuffield’s career and character suggest that relationship between religious belief 
and economic behavior observed in studies of, for example, Quaker businessmen. 
There is an utter lack of ostentation: “unnecessary extravagance is still one of 
the things which he finds dfficult to tolerate.” He still drives himself around in 
a 1938 Wolseley Eight. The desires to consume conspicuously or to use wealth as 
an entree into “society” have played no part as stimuli. The impression gained 
from this biography is that the will to succeed in business and the desire to do 
good by charity have been sufficient driving forces; but whether or not these have 
been self-sufficient ends is not examined. 

Valuable a study though this is, a full appraisal of Nuffield’s career must wait 
until time and distance dispel some of the enchantment understandably felt by 
the authors and until some biographies have been written of other personalities 
whose business careers impinged upon that of Nuffield, with advantage—or dis- 





advantage. 
E. M. Sicswortn, Leeds University 


Forests and French Sea-Power, 1660-1789. By Paul W. Bamford. Toronto: Uni- 
versity of Toronto Press, 1956. Pp. ix, 240. $5.00. 


We have had to wait three decades since Albion wrote so authoritatively on the 
timber problem of the Royal Navy for a work of equal caliber. Inspired partially 
by the former work, Paul W. Bamford attempts a similar analysis of the French 
experience. The emphasis of the book is less on the sea than on the land, result- 
ing in part from France’s Continental position, but also from her lack of sea 
power and her more conservative administrators. The study is based upon a wide 
grasp of manuscript materials in naval and colonial archives in Paris and naval 
archives at Toulon and Rochefort, but not at Brest because of wartime disruption. 
The author modestly admits that the coverage is not exhaustive, but it is unlikely 
that we shall see a more detailed work or the major parts of the picture changed. 

Although France’s resources in timber were considerable and her system of 
forest management, at least under Colbert, excellent, her larger population drew 
more heavily upon its resources than did England’s; this, coupled with poor 
fiscal policy and great deficiencies in certain types of timber, resulted in a serious 
situation. In wartime,, without command of the sea, the situation was compounded. 
There was a heavy dependence upon Baltic, especially Russian, masts. French 
support of Sweden, Poland, and the Ottoman Turks, together with English com- 
mercial dominance, especially after 1734, effectively hampered French merchants 
in Russian timber markets. Fhe Dutch acted as agents for the French in buying 
Russian masts, and this factor, together with a disparity in the north-south volume 
of French trade, hurt French shipping in the timber-carrying trade. War cur- 
tailed neutral shipping of timber to France and also hampered the domestic 
supply to Brest and Toulon. Only Rochefort could easily receive French timber 
by river transport, while Brest and Toulon, because of geographical position, were 
forced to utilize both river and then sea transport. The fiscal policies of the 
government never allowed the navy to stockpile foreign masts in quantity to 
forestall wartime shortages. 
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The dependence of France upon foreign masts was due to their superior quality 
and the higher cost of cutting and transporting by road, river, and sea the native 
product. The French never developed serious areas of supply alternative to the 
Baltic. In New France the search for timber was haphazard and the exploitation 
techniques inferior. Too many shipments of mediocre timber, often having lain 
years on the ground, led the French in 1731 to halt importation of Canadian 
masts. The independence of the United States did not mean substantial supplies 
for the French, since wartime transport was too difficult, money was not advanced 
to American suppliers, and dockyard officials were too suspicious of the quality. 
The latter was based upon experience, for promoters had shipped inferior timber. 
A new source was opened in 1781 when Russian ships were allowed to sail 
through the Straits into the Mediterranean; and Russia granted the privilege of 
foreign vessels trading at Kherson (i.e., French vessels) to use the Russian flag. 
Yet the Riga market was not broken; timber continued to be sent there and not 
south to Kherson. The choice of French agents was poor and the whole south 
Russian route was subject to the fluctuations of diplomatic policy between the 
Russians and the Turks. The Baltic product was superior and the organization of 
the trade too well established to be diverted. With the lines of communication 
controlled by the Royal Navy in war and English commercial dominance of the 
Baltic in peace, the French navy had to suffice with fewer and poorer masts than 
its rival. 

LetcHToNn SuHreELps, Jr., Harvard University 


The Development of the Treasury, 1660-1702. By Stephen B. Baxter. Cambridge, 
Mass.: Harvard University Press, 1957. Pp. xi, 301. $6.00. 


Economic historians are frequently—and sometimes justifiably—criticized for 
their lack of knowledge of, and interest in, the wider historical developments of 
which economic activity forms but one part. But in this matter they are neither 
the only nor the worst offenders. The boom in the study of administrative history 
which was initiated by the monumental work of Tout has sometimes produced 
works in which, in treating the history of institutions solely in terms of their 
administrative growth, scholars have appeared to ascribe to administrative factors 
an autonomy which does violence to historical reality. Tout’s great contribution to 
English historiography lay not simply in the opening of new and valuable histori- 
cal territories, but also in the integration of these with historical studies as a whole. 
In this direction lay progress, and, although there are not wanting historians who 
would claim that he went too far in seeking unfamiliar explanations of familiar 
phenomena, this was at the very least an error in the right direction. 

It would obviously be unreasonable to level complaints at Stephen B. Baxter 
for not being a Tout. Nevertheless, a study of the development of the 
Treasury from the Restoration to the accession of Queen Anne, which leaves out, 
as its author disarmingly admits, “all but incidental references to finance” (p. vii), 
would appear to confirm our worst fears of the dangers attendant upon the verti- 
cal fragmentation of historical studies. For the degree of abstraction that such an 
essay necessarily imposes robs the subject of every drop of its essential lifeblood. 
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Even if it is true that administrative history is a notoriously bloodless pursuit, it 
is surely impossible to provide an adequate account of the development of an 
institution with only incidental reference to its essential ratson d’étre. It is now 
nearly a quarter of a century since Edward Hughes in his admirable Studies in 
Administration and Finance demonstrated the interdependence of financial and 
administrative factors in the study of government finance. This entirely happy 
marriage of mutually harmonious elements is now dissolved. But, to adapt a cele- 
brated royal aphorism, “No Finance: No Treasury,” and the occasions are not 
infrequent when even the administrative problems of this essentially financial 
organism are inexplicable without more detailed reference to matters of finance 
than Baxter provides. One wonders, for instance, how precisely William III's 
alleged knowledge of Dutch banks aided him in dealing with the Treasury (p. 
53); and whether the practice whereby some taxes were paid (in the reign of 
Charles IT) to private agencies such as the Chamber of London and the revenue 
farmers can be adequately explained without reference to the particular financial 
exigencies which had originally given rise to these practices. And is it really true 
that what was needed for efficient Treasury control over the spending departments 
was “not a better set of rules, but adequate enforcement of any set of rules” (p. 70, 
my italics)? Or are the purposes and advantages of Treasury control here sub- 
ordinated to the purely administrative theme of control for its own sake? 

Nor is it always easy to agree with Baxter when he assigns political reasons for 
acts of financial policy, as when he suggests (p. 79, note) that a main reason for 
farming revenues was the avoidance of royal unpopularity. The intense popular 
hatred of the farmers, which was hardly less marked in England than in France, 
is not in doubt, but it is difficult to believe that the taxpaying public was exten- 
sively hoodwinked as to the royal interest in the system. The administrative 
economies obtained by farming revenues were certainly a more important motive, 
while purely financial considerations, and especially the use which could be made 
of syndicates of concessionaires as sources of loans in anticipation of revenue, 
carried more weight than either. 

The argument from popularity is also applied to other problems of tax collec- 
tion. There is no difficulty about accepting Baxter’s truism that the less unpopular 
a tax, the easier it is to collect, although the relative ease with which indirect taxes 
were collected was not unconnected, as he convincingly demonstrates, with the 
fact that, being permanent, they gave rise to permanent and relatively well-paid 
bodies of collectors. But it is not unreasonable to be skeptical about some of the 
arguments that he advances in explanation of the greater unpopularity of direct 
taxes (p. 83). In particular, he tends to overlook the fact that from the point of 
view of the consumer of taxed commodities, the existence of a choice between 
abstention from consumption and paying a tax need not involve any appreciable 
diminution of economic sacrifice. The questions of the psychology of taxpaying 
and the demand elasticities for taxed goods, which lie at the heart of the problem 
of incidence, are not so clear cut as to enable us to assert with any confidence that 
a tax which affords to the consumer the choice of paying or abstaining from 
consumption is likely to be less unpopular on that account. 

Many of the above criticisms are directed at Baxter’s book as an example of a 
particular genus. Within his self-imposed limitations, the story he has to tell is 








50 Reviews of Books 





both interesting and impcrtant. His central theme is the growth in the importance 
of the effective power of the Treasury, and this is carefully—if rather laboriously— 
traced through such developments as the securing of its independence from con- 
ciliar control, and the growth, in varying degrees, of its powers over both disburs- 
ing departments and revenue agencies. This process of growth also sees the decline 
in the influence of the Exchequer, and, most important of all, a significant expan- 
sion in the staff of the Treasury Office, a development whose most familiar feature 
is the rise in the importance of the Treasury Secretary. Hardly less vital is the 
growth of other members of the staff, especially on the clerical side, and the 
emergence of something like a professional civil service in this branch of govern- 
ment administration, though the extent of professionalization was obviously lim- 
ited by the continued importance of family and other forms of outside influence, 
the exercise of which is well exemplified by the author’s numerous case 
studies. This is a theme of first-rate importance both to administrative and social 
historians, and his treatment of it, although somewhat pedestrian, will not need 
to be replaced. With these resources at its disposal the Treasury was well equipped 
in its struggle to render its nominal powers effective, and it is this process that 
constitutes the real significance of the administrative expansion. That this expan- 
sion might have been more marked if it had not been for the frequency of the 
periods when the Treasury was in commission is one of the interesting conclu- 
sions that emerges from Baxter’s analysis of the relations between Treasury lords 
and the operation of the system under both unitary and divided control. 

It is perhaps in its aspect as a handbook of financial administration that the 
financial historian will find this work most useful. Thus the chapters on the 
Exchequer provide a useful guide through this notorious labyrinth, though this re- 
viewer does not share in the relief that he is expected to experience at the omission 
of some of the details about the organization of the Upper Exchequer. Although it 
adds little to our knowledge of these subjects, the clear and detailed account of the 
processes of receipt and issue, the functions of officials in the Lower Exchequer, 
and the precise delineation of the difference between the tally of sol and the tally 
of pro will earn the gratitude of financial historians, although the treatment of 
the use of the former instrument, when used to register a claim upon a particular 
accountant, is not as clear as it might have been. This difficulty might have been 
overcome by giving detailed examples of the precise forms employed in each of 
the types of transaction described. Another minor criticism is that in his treatment 
of the tally of sol as a loan instrument (p. 134), the author gives the impression 
that the evolution of the tally into an instrument of anticipation was automatically 
coupled with the issue of orders of loan. But the use of tallies in this way had 
been common in the Middle Ages, whereas the order of loan was a post:Restora- 
tion device. Baxter is certainly well aware of this fact, but his account might well 
mislead the reader who is not acquainted with the work of Jenkinson and 
Shaw. The latter comes in for some rather rough treatment at Baxter’s hands, but 
his pioneer work not only marks the real beginnings of the scientific study of 
post-Restoration government finance, but is still, in some respects, the most illu- 
minating and suggestive account of the financial history of the period. 

Rosert Asuton, University of Nottingham 
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La societa veneta alla fine del Settecento: ricerche storiche. By Marino Berengo. 
(Biblioteca storica Sansoni, nuova serie, XXVIII.) Florence: G. C. Sansoni, 1956. 
Pp. 360. L. 3,000. 


Economic analysis of life in the Venetian territories during the latter half of 
the eighteenth century is in Marino Berengo’s study a subordinate concern. His 
main interest is the role of various classes and regions in the collapse of the 
Venetian state, and the second half of the book is devoted to examining how the 
ideas of the French Revolution did, or did not, penetrate the regions ruled by 
Venice. But within the restrictions imposed by the nature of his main theme, he 
describes vividly the economic conditions of various classes, especially the poor. 
While leaning heavily on the basic works of Dal Pane, Petrocchi, and Beltrami, he 
also presents much additional material drawn from the Venetian archives, espe- 
cially from the reports received by the inquisttori. Of particular economic interest 
is his analysis of the diet of the lower classes and his rough reconstruction of the 
budget of a worker’s family. Complete trust in his figures would lead to the con- 
clusion that most of the people were starving. If “starving” is taken as a relative 
term, that is indeed his conclusion. A more precise statement would have to be 
formulated in comparative terms, and serengo’s whole approach prevents him 
from even considering a comparison in quantitative terms of the real income of 
the lower classes at successive dates. He does, to be sure, rate in order of misery 
the poorer class within Venice itself, in the subject cities, and in the countryside, 
placing the last at the bottom. It is therefore an implicit conclusion of his study 
that those who had most reason to strive for a complete overthrow of the social 
system were in fact those who did least to overthrow it. They were inert. 

The author’s failure to round off his presentation with any conclusion, the lack 
of even a summary paragraph to wind up the last chapter, is perhaps explained 
by the fact that so much of his research led to this essentially negative conclusion 
—as if he had been looking all along for something he did not find. A bibliography 
and an index of personal names add to the usefulness of the volume. It is a 
penetrating dissection of a culture and society that was almost devoid either of 
strength to resist outside pressure or of internal forces strong enough themselves 
to produce change. 

Freperic C. Lane, Johns Hopkins University 


Central Banking in Mexico: Monetary Policies and Financial Crises, 1864-1940. 
By Virgil M. Bett. (Publication of the Bureau of Business Research, School of 
Business Administration, University of Michigan. Michigan Business Studies, 
Vol. XIII, No. 1.) Ann Arbor, Mich.: University of Michigan, 1957. Pp. x, 123. 


Virgil M. Bett has the advantage of having a subject about which little has 
been written in English: the rise of the Bank of Mexico and its place in the 
revolutionary economy of that country. He has dealt more effectively with the 
first part of this assignment than with the second. In his concluding chapter he 
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rightly calls attention to one of Mexico’s most vexing financial dilemmas of the 
1920's and 1930’s—how to use her central banking system to finance develop- 
mental work without aggravating currency inflation. Unfortunately, however, the 
book neither penetrates deeply into the nature of this dilemma before 1940, nor 
gives any background or explanation of the government’s decision in 1940 and 
1941 to make the Bank of Mexico a foundation for large-scale investment in 
industry through the Nacional Financiera. Space that might be used for these 
purposes is devoted instead to sections on general Mexican history based on two 
or three standard surveys. Moreover, these summaries are so cursory that, for 
example, the chapter on the Diaz period fails to mention José Y. Limantour, 
Mexico’s first real financial statesman, who determined most of Diaz’s economic 
policies from 1893 to 1911. 

The sources Bett cites on banking and finance are mostly studies sponsored by 
the Mexican government or written by officials responsible for Mexican financial 
policies. These should have been supplemented with Mexican and American 
newspapers, periodicals, and, if possible, private correspondence or oral opinions. 
Lastly, the impression of superficiality is heightened by misspelled names and 
erratic use of Spanish accents. 





Davip M. Pietcuer, Hamline University 


The Demand and Supply of Sctentific Personnel. By David M. Blank and George 
J. Stigler. New York: National Bureau of Economic Research, 1957. Pp. xix, 
200. $4.00. 


The past decade has seen a reconsideration of the interrelations of economic 
theory and economic history. The traditional assumption that a sharp division 
exists between the two areas has been replaced by a recognition of the contribu- 
tion that each can make to the other. Economic theorists are coming to accept the 
view that a knowledge of historical situations is valuable in applying their gener- 
alizations to specific questions of policy. Economic historians are coming to 
accept the view that theoretical insights are valuable in interpreting the data of 
the past. Thus far, however, the shift has been largely in opinion, not in practice. 
The few studies that attempt to bridge the gap between theory and history still 
fall in the category of pioneering efforts. 

One such pioneering effort is The Demand and Supply of Scientific Personnel 
by David M. Blank and George J. Stigler. Primarily “a study of the methods by 
which one can explain movements in the supply and demand for scientific per- 
sonnel,” this volume attempts “to apply the methods under examination to the 
recent situation in the technological professions in the United States.” The study 
concentrates on the period from 1890 to 1955 and presents a wealth of hitherto 
scattered data concerning trends in the earnings of scientific personnel, the supply 
of scientific personnel in the economy as a whole, and the supply of engineers in 
particular industries. Using the tools of the economic theorist, the authors attempt 
to assess the relation of supply to demand during the recent past. 

The authors address themselves largely to the question of whether there has 
been a persistent gap between the demand for engineers and the supply of engi- 
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neers during the past twenty-five years. As an indicator of the relation of demand 
to supply they use the trend of engineers’ earnings as compared to the trend of 
earnings of other occupational groups. They point out that relative to other 
groups in the population the earnings of engineers declined substantially between 
1929 and 1955. From this finding they draw the conclusion that “up to at least 
1955 there had been no shortage—in fact an increasingly ample supply—of engi- 
neers.” 

This concusion has only limited significance in the analysis of the supply of 
engineers in the last twenty-five years. In a relatively free-market situation a 
persistent shortage can occur only under very unusual conditions. A shortage is 
generally a short-run condition. The relation of the demand for engineers to the 
supply of engineers in the years from 1929 to 1955 can be understood only through 
the separate treatment of at least three shorter periods within that time span: the 
depression years, the war and immediate postwar years, and the 1950's. The 
data seem to suggest that in each of these periods there was a distinct pattern not 
only in the relation of the supply of engineers to the demand but also in the 
factors determining this relation. Thus the conclusion that there was no persistent 
shortage from 1929 to 1955 does not contribute a great deal to our understanding 
of the operation of the engineer labor market during the 1930's, 1940's, and 
1950's. 

The analysis of the supply and demand of engineers in the recent past requires 
not only separate studies of these three decades but also a comprehensive under- 
standing of the factors determining engineers’ salaries in each of these periods. 
The assumption that trends in supply and demand are precisely reflected by 
changes in relative earnings requires considerable qualification. The reactions of 
the pricing system can be said to provide a clear indication of the relation of 
demand to supply in the engineer job market only if the influence of nonmarket 
factors in this and other labor markets is negligible. Whether this was the case 
in the periods under discussion remains an unsettled matter. There is surely 
some basis for the view that salaries can be affected by nonmarket factors as well 
as market factors and that these various factors have different weights in differ- 
ent labor markets. If this is so, then relative changes in engineers’ salaries in the 
1930's, 1940's, and 1950’s were due not only to supply-demand conditions but 
also to the influence upon the salaries of other occupational groups exercised by 
trade unions and professional societies. A comprehensive analysis of the supply 
and demand of various occupational groups in the depression years, the 1940's, 
and the 1950’s would require a careful study not only of salary trends in various 
labor markets but also a consideration of the relative bargaining strength of 
buyers and sellers in each labor market. 

The value of The Demand and Supply of Scientific Personnel is open to ques- 
tion not on the ground that theoretical concepts have been used in interpreting 
historical data, but on the ground that the concepts selected for use were not 
wholly adequate to the task. It is to be hoped that further efforts will be made 
to use theoretical concepts in the analysis of historical data. As experience in this 
area grows, the value of such studies both to the theorist and to the historian 
undoubtedly will increase. 





Norton GarFinkLe, New York City 
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The American Business System, A Historical Perspective, 1900-1955. By Thomas 
C. Cochran. (R. H. Gabriel, ed., The Library of Congress Series.) Cambridge, 
Mass.: Harvard University Press, 1957. Pp. viii, 227. $4.75. 


Thomas C. Cochran is certainly a courageous man. Anyone who attempts to 
synthesize the history of businessmen and their institutions in the United States 
in the twentieth century within 205 pages of text, neatly divided into two parts 
of five chapters each, deserves such a characterization. 

To be truthful, the author has been able to attain his objective by setting 
definite limits to his inquiry. He has sought to “see the history of business forms 
and business action in their essential relationships to technological and industrial 
change, and to suggest some of the interactions of the whole complex with the 
rest of American civilization.” He limits the targets for sharpshooting critics by 
restricting himself to merely “some of the interactions.” Nor has Cochran tried to 
measure performance by statistics, an omission that will surely cause numerous 
readers to feel dissatisfaction with the book. Rather he has endeavored to con- 
centrate on the changing attitudes of businessmen in their role as managers of 
firms within the entire social structure, a reasonable approach for the Professor 
of the History of the People of the United States at the University of Pennsylvania. 
By imposing these limitations he has achieved his goal much better in this instance 
than he did in The Age of Enterprise, his earlier venture in synthesis of historical 
development. 

For Cochran technology has been the prime generator of change in business. 
Technology’s impact on attitudes and institutions of businessmen at the beginning 
of the century has led to mass production, vast investment, bigger institutions, 
industrial research, professionalization of management, rise and decline of the 
investment banker as a dominant type of American economic life, boom and 
stagnation in the 1920’s and 1930's, new governmental rules, and new social atti- 
tudes—all accompanied by new problems and new issues. The greatest challenge 
to businessmen in the 1950's, as Cochran views the situation, is to so modify 
business thinking, practices, and traditions that they will fit effectively into, and 
give new dimensions to, the basic democratic traditions of society in the United 
States. 

Anyone who spreads his net so widely must expect some criticism. Economists 
will search in vain for some general theory of growth, the main reason being that 
the author’s interest centers on relations of business with other segments of 
society. Both economists and historians can easily note that small business gets 
rather short shrift in the total analysis. Many of them may also conclude that 
Cochran has overemphasized technology as a factor for change and that he has 
underestimated the human factor, from small businessmen to professional mana- 
gers of large units, in the complex of interactions that appears in the growth 
spiral. An occasional historian may wonder where the author got substantiation 
for such statements of fact as that the Weyerhaeuser Timber Company (p. 65) 
“represents ownership but takes little direct part in the management of subsid- 
iaries’ and that the American Farm Bureau (p. 150) in the 1930's became a 
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central agency, “carrying on work in Washington for a number of trade associa- 
tions, including the National Automobile Chamber of Commerce.” In fact, many 
readers will be frustrated at the paucity of documentation in a book so full of 
sweeping generalization. For my part, while recognizing numerous limitations of 


the book, I am delighted to have it for use in attempting to understand changes 
in the behavior of businessmen in this century. While reading it, I take pleasure 
in noting where I agree with the author and where I disagree. It is a most useful 
book, the best survey now available of change in business for the period. 

Rapa W. Hiny, Harvard University 


Organized Business in France. By Henry W. Ehrmann. Princeton: Princeton Uni- 
versity Press, 1957. Pp. xx, 514. $7.50. 


Only one who for some time has closely observed and reflected upon the French 
scene could successfully approach the topic suggested in the title above. From 
internal evidence alone Henry W. Ehrmann certainly meets these requirements. 
His is the first large-scale analysis of contemporary business pressure groups. 

Ehrmann begins with the interwar development of the Confédération Générale 
de la Production Francaise and its reorganization after its “defeat” in the Matig- 
non Agreement of 1936. He concludes that on the eve of World War II 
organized business was quite weak in France. His penetrating remarks on 
business in the Vichy period demonstrate once again how much events during 
that era have affected the Fourth Republic. 

The author describes the current structure of organized business: Conseil Na- 
tional du Patronat Francais, trade associations, chambers of commerce, confedera- 
tion of small and medium-sized enterprises, and “vanguard” groups, then deals 
at length with the role of these organizations in the political process. Business 
leaders have found that their most promising method of influencing public policy 
is through contacts with the upper bureaucracy. They have not even tried to 
improve their bad public relations. Since 1945 big business elements have grad- 
ually expanded their importance in the employers’ movement, displacing the 
more conservative small businessmen. 

The third part of the book analyzes the attitudes and policies of organized 
business toward eleven economic issues, ranging from the collection of statistics to 
European integration and labor-management relations. Ehrmann lightens his 
narrative, which only rarely lapses into jargon, with comments on many of the 
personalities active in organized business. A political scientist, he is primarily 
concerned with the structure of business pressure groups and their political 
activities. He does not pursue very far the action of the trade associations in 
improving productivity or in organizing scientific research. 

The book’s copious and informative documentation indicates that Ehrmann 
has plowed through much of the abundant material that the business lobby in 
France publishes on its attitudes and policies. He also includes judgments gleaned 
from confidential interviews with 130 figures in business, government, and labor 
circles, Although the author offers some comparisons with organized business in 
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the United States, his primary purpose is to gather and present data. He con- 
cludes with the usual strictures on the bourgeois (or is it basically peasant? ) 
mentality that pervades French business and other groups, although pointing out 
strands of corporate and Saint-Simonian thought that continue to carry weight 
in some circles. 

This excellent book opens the way for further detailed research into the activity 
of business organizations in France, such as Ehrmann’s own remarkable case 
study, “The French Trade Associations and the Ratification of the Schuman Plan” 
(World Politics, V1 [1954], 454-81). 


James M. Laux, University of Cincinnati 


The Position of the Laborer in a System of Nationalism. By Edgar S. Furniss. 
New York: Kelley and Millman, Inc., 1957. Pp. 260. $6.00. 


An Essay on the Distribution of Wealth and on the Sources of Taxation. By 
Richard Jones. New York: Kelley and Millman, Inc., 1956. Pp. xlix, 329. $8.50. 


Lectures on Justice, Police, Revenue, and Arms. By Adam Smith. New York: 
Kelley and Millman, Inc., 1956. Pp. xxxix, 293. $7.50. 


Three more volumes have rolled off the busy press of this publisher to stand 
with their fellow volumes in the “Reprints of Economic Classics” series. As they 
have been in the past, the current choices are good ones. Those of us who are 
acquainted with these works only by casual quotations and footnotes will welcome 
the opportunity to delve more deeply into these writings. 

Edgar S. Furniss’ Position of the Laborer is a thorough exposition of the later 
mercantilistic views on the contribution and the worth of labor in society. Their 
viewpoints as to labor’s importance and just compensation are especially interest- 
ing when compared to today’s thoughts on labor income and the contribution 
of labor to the national product. 

Richard Jones lived during the heyday of Ricardian classical economic thought, 
but was not one of the disciples. Instead he stressed the historical approach, the 
use of statistical data, empirical research, and the importance of institutions. His 
book is an attempt to explain economic phenomena by an “appeal first to history 
and facts.” 

Adam Smith’s Lectures, given some thirteen years before the publication of the 
Wealth of Nations, were lost until 1895 when they were found by Charles C. 
Maconochie and turned over to Edwin Cannan, who guided their way into print 
in 1896. The Lectures indicate the original thinking of Smith on many subjects 
later developed in the Wealth of Nations. 

The publishers deserve commendation for making available these and other 
volumes in this excellent series. 

Cuares Gitpert, University of Hartford 
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Stratégie des affaires & Lisbonne entre 1595 et 1607: lettres marchandes des Rodri- 
gues d'Evora et Veiga. By J. Gentil da Silva. (Ecole Pratique des Hautes Etudes, 
VI* Section, Centre de Recherches Historiques, “Affaires et Gens d’Affaires,” 
IX.) Paris: S.E.V.P.E.N., 1957. Pp. xii, 445. Fr. 2,400. 


Until recently in France economic history was a more or less neglected field, 
but the French are now catching up and their output is remarkable both as to 
quantity and quality. In part this is due to the impulse of the late Lucien Febvre, 
the editor of the Annales (Economies, Sociétés et Civilisations) and the founder 
of the Centre de Recherches Historiques, now under the able leadership of 
Fernand Braudel. A characteristic of this French research and publication is that 
it is devoted chiefly to the sixteenth century and that it deals with a set of 
problems which thus far have attracted little attention in the United States. Sev- 
eral studies published by the Centre de Recherches Historiques describe the 
organization and the evolution of the money market. This is especially true of the 
studies of Henri Lapeyre on the Ruiz and the asientos, of Giulio Mandich on the 
cambio con la ricorsa (a contract of exchange and rechange), and of F. C. Spooner 
on French coinage in the setting of the world economy that emerged from the 
Great Discoveries. 

J. Gentil da Silva now gives us another study concerned with the money market 
and based on the letters written from Lisbon by the firm Rodriguez d’Evora y 
Veiga to their correspondents at Medina del Campo, Simon and later Cosme 
Ruiz Embito. This firm in Lisbon also had connections in Antwerp, where one 
branch of the family was established and was co-operating closely with the rela- 
tives in Portugal. After 1607, when conditions took a turn for the worse, the . 
Rodriguez d’Evora y Veiga, both in Belgium and in Portugal, prudently with- 
drew from business. The Belgian branch acquired extensive landed estates and 
received the title of marquis attached to its seigneurie of Rodes. It did not 
become extinct in the male line until the nineteenth century, after playing a 
political role during the Belgian Revolution and the early years of the new 
kingdom. The author secured interesting information from Count Louis de Lich- 
tervelde, the historian of the present Belgian dynasty, who is a descendant of the 
family on the distaff side. 

The book contains a lengthy introduction of about 125 pages, followed by the 
original text of the letters and examples of bills of exchange. With two exceptions, 
dated 1601 and 1606, none of the latter are endorsed. 

Throughout the book Gentil da Silva’s analysis rests on the premise that 
international banking in the Middle Ages and the sixteenth century was linked 
to exchange and not to discount. This principle was formulated years ago by 
Louis F. Salzman in English Trade in the Middle Ages (Oxford: The Clarendon 
Press, 1931, pp. 34-35), but was ignored until restated recently. At any rate, 
Henri Lapeyre, as soon as he began to examine the Ruiz archives, came to realize 
that the assumption that bills of exchange were discounted just did not fit the 
data and did not agree with the bookkeeping of the bankers. He was thus led to 
accept as unquestionable the fact that the bankers in the sixteenth century 
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operated on the exchange by means of remittances and drafts going back and 
forth between two or more places. Apparently Gentil da Silva, after going through 
the same records, reached the same conclusion. The Rodriguez d’Evora y Veiga 
operated chiefly within the triangle Lisbon-Antwerp-Fairs of Castile, although 
they had correspondents also in Lyons and Genoa. 

Earl J. Hamilton studied the impact on prices of the silver inflow of the New 
World, but he did not investigate how this stream of bullion was distributed all 
over Europe. It was done through the channels of the money market and the 
operation of the banking system. The major link in this system was formed by 
the so-called fairs of Besancon, which were actually held in Piacenza and later 
in Novi, at the gates of Genoa. They were completely dominated by the Genoese 
who, around 1600, were the chief financial backers of the Spanish crown and 
the leading bankers of Europe. 

The fairs of Besancon were in close connection with those of Castile and 
dealt with nearly all the other banking places of Europe. Any change in the 
international parity of the exchange rates also altered the direction of the specie 
flows and entailed various adjustments in international balances. A major element 
in the equilibrium of the fairs was the transfer of funds for the maintenance of 
the Spanish troops stationed in Flanders, that is, in the loyal provinces of the 
Netherlands. 

Gentil da Silva’s book contains a series of interesting maps showing the circuits 
du crédit, or the interconnections of the different banking places. Not all centers 
were equally important. In 1608 Antwerp was still the nucleus of an extensive net- 
work, but London was only a satellite which moved in the orbit of Antwerp 
and growing Amsterdam, although it had relations also with Hamburg, an 
important outlet for English cloth. As a rule, there existed no regular bill market 
without an underlying current of trade. To this rule there was one notable 
exception: the fairs of Besancon were exclusively an international clearing center. 
On the other hand, the fairs of Castile lost their importance as a banking center 
after their traffic withered away. 

As was already the case in the Middle Ages, the money market in the sixteenth 
century was subject to alternating periods of stringency (Sp. estrecheza, It. 
strettezza) and abundance (Sp. largueza, It. larghezza) of loanable funds. These 
ups and downs followed a seasonal pattern that was well known to the bankers 
or exchange dealers who made their forecasts accordingly. However, it happened 
from time to time that the usual pattern was upset by unexpected events. Thus 
a delay in the arrival of the American bullion fleet was likely to tighten the 
money market at a time when easy credit usually prevailed in Seville and at the 
fairs of Castile. Besides seasonal variations, there were presumably longer waves, 
but it is still doubtful whether these fluctuations assumed a cyclical character. 
At any rate, the Spanish state bankruptcies of 1596 and 1607 caused a crisis which 
in each case touched off an epidemic of bank failures. The crisis of 1607 crippled 
the Genoese bankers, though they managed to recover from this blow to be 
finally mowed down by the even more severe panics of 1627 and 1647. The 
Spanish crown in this period defaulted about every twenty years. 

After 1607 the conjoncture, as the French call the general state of business con- 
ditions, became less and less favorable, and the Rodriguez d’Evora y Veiga, rather 
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than embark upon a hazardous course, were probably wise in pulling out of the 
risky asientos business. By the way, I was surprised to discover that the word 
conjoncture in its modern meaning was currently used in the sixteenth century. 
The earliest example of this usage occurs in a Portuguese treatise, presumably 
dating from 1516. 

The book contains an interesting series of maps and charts prepared by the 
statistical laboratory attached to the Centre de Recherches Historiques. The drafts- 
manship is excellent, as in other volumes of the same series. The chart giving the 
exchange rates in Lisbon during the years 1595 and 1596 (Planche V1) deserves 
special mention. The fluctuations of the Spanish ducat payable at the fairs of 
Castile would, of course, not give a continuous undulating line, since each fair 
gave rise to separate quotations. Once a fair was passed, Lisbon began to quote 
the exchange for the next. The exchange rate, as a rule, tended to rise as the 
date of the fair approached, with the result that the broken lines—one for each 
fair—have an upward trend. What more is needed to reveal the presence of in- 
terest concealed in the rate of exchange? In plotting the exchange rates in 
Antwerp for a period of seven years, from 1538 to 1544, I obtained exactly the 
same pattern for the fluctuations of the écu de marc payable at the four fairs 
of Lyons. Despite the unusual pattern, there is no doubt about the accuracy of 
Gentil da Silva’s chart. 

I have one minor criticism. Why does Gentil da Silva use the term preneur to 
designate the buyer of a bill of exchange? As Henri Lapeyre and I have clearly 
explained in several places, preneur (Sp. tomador, It. prenditore or pigliatore) 
referred to the drawer or seller of a bill. The buyer was always called donneur or 
bailleur a change (Sp. dador, It. datore). In Elizabethan English, “taker” invari- 
ably meant “drawer” and was the opposite of “deliverer,” usually a “remitter” or 
banker who “delivered” his money to purchase bills. The early mercantilists 
(Malynes, Misselden, Mun, etc.) are consistent in following this usage. Conse- 
quently, “taker” everywhere designated the seller, not the buyer. To reverse the 
meaning can only create endless confusion, since errors are more readily copied 
than correct statements. 

The mechanism of the money market being now fairly well known, the next 
task is the study of the conjoncture, or the dynamics of the credit system and 
the curve of business fluctuations. For the sixteenth century, information on this 
topic can be gathered only from business letters. How to deal with this material 
still remains a problem. Gentil da Silva has made a valiant attempt to overcome 
the difficulties, but I have the impression that he was not wholly successful. 
Some of his interpretations in my opinion are open to doubt, and in a few 
instances he is too prone to jump to conclusions which his evidence does not 
seem to warrant. Perhaps more caution and more rigorous analysis is needed. 
At any rate, these defects are to be expected when research is moving in a new 
direction and exploring uncharted territory. Of necessity, there must be some 
groping for an adequate method of analysis. Gentil da Silva does not claim to 
have said the final word. Since the text of the letters is made available, the 
material is there for anyone to use and to draw conclusions. The task will by no 
means be easy. 





RayMonp DE Roover, Boston College 
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Jay Gould: His Business Career, 1867-1892. By Julius Grodinsky. Philadelphia: 
University of Pennsylvania Press, 1957. Pp. 627. $10.00. 


As the title clearly indicates, this work is not a biography of Jay Gould or 
even a complete account of certain years of his life. The author is concerned 
exclusively with a description and analysis of Gould’s financial and managerial 
activities. It is within these limits that the volume must be judged. 

Let it be said at the outset that this is a book of narrow appeal, a book for the 
expert, a book for the person equipped with an intimate knowledge of the 
economic history of the period and a better-than-average understanding of the 
principles of investment and finance. 

Jay Gould emerged from financial obscurity in 1867 to take his place as a 
member of the Erie Railroad’s board of directors. For the next quarter of a 
century, until his death in 1892, he was to remain before the public as a “leading 
trader, businessman, and capitalist.” Best known as a spectacular manipulator of 
railway stocks, he was to come into successive control of a number of roads, 
including the Erie, the Union Pacific, the Wabash, and the Missouri Pacific. The 
bulk of his personal fortune, however, was to be derived from two other “large 
properties which he controlled and supervised: the Western Union and the 
Manhattan Elevated” (p. 26). In the latter part of his career Gould was to embark 
upon a broad program of railroad construction in the trans-Mississippi West. All 
this is recounted by Grodinsky in twenty-nine meticulously detailed chapters. 

Especially worthy of comment is the book’s final chapter, in which an attempt 
is made to evaluate Gould’s career. In the author’s opinion: “To Gould, as much 
as to any other single business leader, goes the credit for that far-reaching reduc- 
tion in [railroad] rates that characterized the growth of the American economy 
in the generation after the Civil War” (p. 610). The miracle was accomplished 
by Gould’s policy of rate cutting and competitive construction—the construction 
being financed by his speculative followers rather than by more orthodox invest- 
ors. This was doubtless the case (no one can quarrel with Grodinsky’s facts), but 
not many will go along with him in regarding Gould as a public benefactor, at 
least not so long as history retains the record of that financier’s methods—methods 
that were a disgrace even in an era admittedly characterized by ruthlessness and 
irresponsibility on the part of many businessmen. 

The years of research that preceded the preparation of this volume are plainly 
evident. It is sad, then, to prognosticate that few readers will persevere beyond 
the opening chapters. Grodinsky’s style does not encourage the idly curious, 
while the mass of detail and the lack of coherence (often within paragraphs), 
will daunt all but the most determined. Moreover, the book is marred by poor 
editing, almost useless maps, and an inadequate index. But there is no gainsaying 
that the person in search of all the facts pertaining to Gould’s business career 
will find them here. 

IreNE D. Nev, Southeast Missouri State College 
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The Co-operative Movement in Indonesia. By Mohammad Hatta. Ithaca, N. Y.: 
Cornell University Press, 1957. Pp. xxxiv, 121. $3.00. 


This small volume contains six Co-operative Day addresses given by Mohammad 
Hatta, vice-president of Indonesia from 1945 to 1956. There is also an introduc- 
tion by Roesli Rahim, head of the Co-operative Service of the Indonesian Ministry 
of Economic Affairs, and an additional chapter by Hatta. In addition to his role 
as vice-president, Hatta is known as the “Father of the Indonesian Co-operative 
Movement,” which he has tirelessly promoted. 

The six addresses given over a period of six years have been very skillfully 
edited to express without repetition Hatta’s convictions about the co-operative 
movement. Some of the many problems facing co-operatives in Indonesia are 
mentioned, but his words are not and were not meant to be a description of the 
day-to-day operation of the co-operatives. 

The most interesting aspect of the book is the persuasive way in which the 
author argues that the co-operative movement is the “one and only means of 
raising the economic standards of the people of Asia just freed from foreign 
domination, whose countries are popularly referred to as underdeveloped.” 

Hatta admits that economic rationalism is extremely important in a developing 
economy, but he feels that psychological factors are equally important and that 
here the co-operatives play a decisive role. 

To Hatta the co-operative movement has the advantages of building on the 
customary mutual aid of the villages, “gotong-rajonog,” a deep-rooted tradition 
that is invariably referred to by Indonesian leaders in any field as one of the 
hidden sources of strength from which the nation will grow. Further, he believes 
that the movement will awaken the productive energy of people that hitherto 
lived under the pressure of “an inferiority complex,” will aid in avoiding class 
conflicts, and train individuals to “work for common needs without pressing 
the individual into becoming purely the instrument of the collectivity.” 

Hatta admits that the co-operative movement in Indonesia has only made a 
beginning. The Indonesian government is working very hard to implement 
Article 38 of the constitution, which states that “the national economy shall be 
organized on a co-operative basis.” Training schools for co-operative officials 
have been established throughout the country and a special department of the 
Ministry of Economic Affairs has been set up to aid co-operatives. 

At the end of 1956 twelve thousand co-operatives in Indonesia had two mil- 
lion members with the majority in credit co-operatives of one kind or another. 
Production co-operatives were growing in size and number, but as yet the con- 
sumers’ movement had met with little success. 

One important feature of Indonesian co-operatives is a system of compulsory 
and voluntary savings, which requires regular capital contributions by members. 
This is extremely important in a country where capital is very scarce. 

The Indonesian co-operative movement will not solve the great economic 
problems of the nation, but its steady growth is one of the most hopeful aspects 
about that troubled country. 

Epwin Youne, University of Wisconsin 
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Customs Letter-Books of the Port of Liverpool, 1711-1813. Edited with an in- 
troduction by Rupert C. Jarvis. (Remains, Historical and Literary, Connected 
with the Palatine Counties of Lancaster and Chester, Volume VI, Third Series.) 
Manchester: Printed for the Chetham Society, 1956. Pp. xxiv, 192. 35s. 


This volume contains the representative portions of the Liverpool Customs 
Letter-Books (1711-1813) which the Commissioners of H.M. Customs & Excise 
had transcribed or calendared before the originals were lost, and represents the 
only surviving Liverpool customs records except for the ships’ registers from 
1739. A sixteen-page introduction, a glossary of customs terms, and a table of 
statutes cited add to the value of the carefully annotated and indexed source 
material in the text. 

Useful economic data appear scattered throughout the letters. In addition to 
statistics of vessels entering the “dock office,” 1757-1785, and of the customs 
duties “secured by bond,” 1767-1783, there are entries showing that it cost 
144d a pound (2d in winter) in 1716, and 3d in 1749 to dispatch parcels from 
Liverpool to London and 1os per £100 to transport cash (1734); that the cus- 
toms allowed £10 a year for keeping a horse and od a day for victualing a 
mariner (1715, 1731); and that prisoners on a cartel ship received daily rations 
of a pound of bread and a pound of beef with half a gallon of small beer or 
half a pint of brandy (1780). 

Entries concerning tobacco include figures showing the quantity of manufac- 
tured tobacco exported from Liverpool, 1772-1787, and of the tobacco exported 
to the Isle of Man, 1783-1787. The letters give the names of twenty-six tobacco 
and snuff “manufactories” in or near Liverpool (1786) and of fifty-one American 
vessels in port August 4, 1812. They also state that the “common shrinkage” 
of a hogshead of old tobacco from Virginia to Liverpool was less than fifty-five 
pounds but that “new and highly pressed tobacco” might lose forty-nine pounds, 
that the addition of liquids when manufacturing tobacco would cause it to 
gain at least 5 to 6 per cent in weight (1733-1734), and that the “chief part” 
of Liverpool’s exports of manufactured tobacco went to Denmark before the 
Revolution and thereafter the “greatest export” was to Poland by way of 
Danzig (1788). 

American historians will find accounts of customs frauds and violence (in- 
cluding riots, mayhem, and murder) which exceed any found in colonial an- 
nals, and many reminders that tobacco smuggling centered in Britain (and 
the Isle of Man) rather than in America. Inquiries from Liverpool to the Cus- 
toms Commissioners raise (but do not answer) questions as to the treatment of 
vessels from America that did not have their clearances properly stamped as 
required by the Act of 1765, what should be done in the case of a chest of tea 
brought back from Virginia which had paid duty but had not been permitted 
to land there (1775), and whether errors in a ship’s manifest should be excused 
because the vessel had been laden so hurriedly in Philadelphia “within the 
space of 14 hours” to avoid the embargo on British goods “daily expected in 
the U.S.A.” (1812). 


Those interested in the development of Liverpool and in the administration 
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of the customs will find that the introduction and the letters themselves throw 
useful light on the everyday problems of construing and enforcing the laws, 
providing adequate port facilities, ensuring efficient working conditions, and de- 
veloping adequate personnel processes. But those seeking a comprehensive treat- 
ment of either the port or the customs service must remember that Jarvis’ work 
was intended to supplement rather than to supplant such books as Thomas 
Baines’ History of the Commerce and Town of Liverpool (London: Longman 
Brown, 1852) or Ramsay Muir’s History of Liverpool (2d ed.; London: Williams 
and Norgate, 1907), Henry Atton and Henry H. Holland’s The King’s Cus- 
toms (New York: Dutton, 1g08-1910), and Elizabeth E. Hoon’s The Organiza- 
tion of the English Customs System, 1696-1786 (New York: D. Appleton- 
Century, 1938). 





Lawrence A. Harper, University of California, Berkeley 


Manufakturni Obdobi v Cechéch |The manufacturing period in Bohemia]. By 
Arnost Klima. Prague: Nakladatelstvi Céskoslovenské Akademie Véd, 1955. 
Pp. 523, plus 20 plates. 68 Kés. 


This volume deals with the economic history of Bohemia immediately before 
the industrial revolution. It is primarily concerned with the eighteenth century. 
As such, it makes a contribution to an important but, until recently, little- 
investigated era and area in East Central Europe. 

Whatever industrial prowess the old Hapsburg monarchy possessed was 
mainly attributable to the Bohemian provinces. During the nineteenth century 
those provinces were the backbone of the Austrian economy. Indeed, the industry 
of twentieth-century Czechoslovakia is built on the same foundation—a founda- 
tion that in its modern context was established in the period covered by Arnost 
Klima’s study. 

His book is the more to be welcomed because it is the first solid work in 
this field since the pre-1914 period when a number of historians writing in the 
German language, among them Hermann Hallwich, Karl Pfibram, Alfred 
Francis Pribram, Arthur Salz, and Joseph Grunzel, produced important mono- 
graphs. Czechoslovakian historians interested in economic history have until 
recently concentrated mainly on agricultural history. Now a very real interest in 
their country’s industrial history is being displayed by Czechoslovakian scholars. 
Most of their findings have been incorporated in pieces in Czechoslovakian 
scholarly journals. Klima’s book is the first major work to come out of this 
general effort. 

A number of interesting new details concerning the early “manufactories”— 
as Klima insists they must be called in contradistinction to “factories” as they 
have been designated by earlier historians—are brought out. For example, the 
cloth works of Count Waldstein, one of these early enterprises, receives con- 
siderable and gratifying attention. Copper engravings that were made in 1728 
depicting the operations of the Waldstein enterprise are reproduced—an impor- 
tant contribution since they are one of the earliest graphic representations of the 
workings of an industrial unit. The considerable amount of new material on 
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this as well as other business ventures in Bohemia elucidates a number of 
important points concerning early industrial development, such as the transfer 
of techniques, the training and recruitment of labor, and the financing and the 
managing of industrial enterprises in the eighteenth century. Nevertheless, a 
complete answer to these questions, if indeed they can ever be answered, will 
demand a good deal more work. 

Another significant subject to which Klima addresses himself is the role of 
the government in the development of eighteenth-century Hapsburg industry. 
He acknowledges the dominant position that government held in this respect 
and devotes some space to its background and especially to some early Austrian 
cameralists whose writings were very influential. Surprisingly, however, the 
author has little to say about Justi and Sonnenfels, mid-eighteenth-century eco- 
nomic writers whose works were no less highly regarded at that time than 
those of Hoernigk, Becher, and Schroeder had been earlier. The bureaucratic 
institution for carrying out the government’s industrial policies, the so-called 
commercial colleges, could well have stood a more thorough analysis. After 
all, the success or failure of these policies depended largely on how well they 
were administered. This is especially important in a country in which there 
was such a lack of the entrepreneurial spirit as in the Hapsburg monarchy of 
the time. 

Without a doubt this book contributes much to our knowledge of Bohemian 
economic history; it cannot, however, claim completeness. To accomplish this 
goal the great wealth of material still reposing in the archives of the old central 
government in Vienna has to be exploited. Klima relies primarily on the sources 
to be found in Czechoslovakia, which in terms of the eighteenth century means 
reliance on the provincial archives. 

Lastly, The Manufacturing Period in Bohemia does not include Moravia and 
Austrian Silesia, the other portions of the Bohemian area in the larger sense. 
The three “Lands of the Bohemian Crown” did, after all, make up an eco- 
nomic area and their history, I think, should have found a more prominent 
place in Klima’s work. 

A comprehensive economic history of the Czech regions of the Hapsburg 
monarchy until its demise is highly desirable. Klima’s work has advanced the 
realization of this hope. Much monographic labor, however, is still necessary. 

HERMAN FREUDENBERGER, Rutgers University 


The Growth of the Shipping Industry in the Rio de la Plata Region, 1794-1860. 
By Clifton B. Kroeber. Madison, Wis.: University of Wisconsin Press, 1957. 


Pp. ix, 194. $4.00. 


in spite of all the investigation carried on in the revolutionary and early 
republican periods of Latin American history and all that has been written 
about the leaders in the wars of independence, far too little attention has been 
devoted to the economic factors bearing on the emergence of the new countries. 
It was partly to remedy this neglect that Clifton B. Kroeber, now a member of 
the History Department at Occidental College in Los Angeles, spent consider- 
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able time working in the archives in Argentina, Paraguay, and Uruguay. He 
was successful in unearthing much valuable material on the development of 
trade and commerce in this important region. The present volume, The Growth 
of the Shipping Industry in the Rio de la Plata Region, 1794-1860, is a study 
of the development of Argentina’s economy through interpretation of statistical 
data on the shipping in the La Plata estuary, the sole outlet for commerce in 
what once was the Spanish viceroyalty of La Plata. The terminal dates of this 
work embrace the last few years under Spanish domination, the hectic years 
of the Napoleonic control of Spain, the wars of independence, and then the 
gradual emergence of independent governments. 

The author has followed the developing economic prosperity with great 
skill. Beginning with the inauguration of certain liberal reforms resulting from 
the policies of Charles III and Bernado de Galvez (including permission for the 
formation Df a consulado or merchant guild in Buenos Aires in 1794), he con- 
cludes his study with the advent of fast steamboats in the 1860's. Kroeber has 
virtually dispelled the long-accepted thesis that the La Plata region suffered from 
a form of economic stagnation during the protracted civil wars in Buenos Aires 
and the quarter century of the Rosas dictatorship. Very wisely the vast quantity 
of statistical material gleaned from the archives has been collected and placed 
at the end of the volume in tabular form where it can be consulted with ease. 
Just enough of the tangled political narrative of the struggle of the forces of 
federalism and centralism has been interwoven with the developing economic 
trends to make the latter fully understandable. A carefully selected bibliography 
and several useful maps add to the over-all utility of this excellent little volume. 

Ricuarp K. Murpocu, University of Georgia 





The Teamsters Union: A Study of Its Economic Impact. By Robert D. Leiter. 
New York: Bookman Associates, Inc., 1957. Pp. 304. $5.00. 


The current revelations regarding some of the internal affairs of the Teamsters 
Union render a book about its history and operation of particular interest. This 
volume by Robert D. Leiter is the first work that has attempted a study of the 
union on a national scale, the earlier ones having been devoted to geographical 
segments, either local or regional, or to some special aspect of the union’s ac- 
tivity and development. On the basis of three years of work, which included 
travel to many localities, interviews with union officials as well as use of avail- 
able published data, Leiter examines the history and practices of the union in 
an attempt “to bring into focus all the varied and important effects of the 
impact of the Teamsters Union on the National economy.” He states that most 
of the research had been completed before the public exposure of corrupt prac- 
tices of the top officials and that there was no attempt to delve into racketeering, 
except as incidental to his major emphasis. Materials from the McClellan hear- 
ings, however, are included. 

The first two chapters trace the history of the union from its inception to the 
ascendency of Dave Beck. A later chapter brings the history up to date by de- 
scribing the rise of James Hoffa and the issues precipitated by his aggressive 
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leadership. There are chapters dealing with the structure and government of 
the union, jurisdictional problems, the economics of the industry, wages and 
collective bargaining, and the impact of technology. This material is followed by 
chapters on the problems of welfare funds and racketeering, and the union and 
the law. The final chapter expounds the impact of the union on the economy 
of the United States. 

A book on this subject at this time should be judged to a considerable extent 
by the degree to which it provides insight for understanding the how and why 
of conditions in the union which are being widely publicized at the present time. 
On the basis of this standard, I think that Leiter has presented much valuable 
background information. The material indicates that the union has a historical 
pattern of internal controversy and factionalism, jurisdictional disputes, and 
extreme forms of coercion. The story of Daniel Tobin’s efforts to consolidate the 
local groups into a coherent national structure suggests the strong tendency for 
local autonomy and resentment of outside interference even from national officers. 
An interesting view is given of the methods used by Beck to unseat Tobin as 
president, the same techniques being used in turn by Hoffa to undermine Beck’s 
power. The author comments that “Hoffa has gradually been transformed into 
a more mature labor leader although a large number of persons may never 
consider him morally or ethically justified to lead a union.” 

The point on which I find some deficiency in the treatment is the absence 
of a realistic appraisal of the functioning of the union as a power instrument 
and why its internal operation and relations in the labor market and with 
employers have taken the evident form. Reliable data of this type are obviously 
hard to come by. Leiter indicates part of the difficulty in his prefatory remark; 
he found an unco-operative attitude on the part of many representatives of 
management and labor. Nevertheless, more direct attention to some of these 
subtle matters might have explained the proposition of whether the “bad prac- 
tices” of the union are products of the personal characters of union officials or 
flow from the nature of an industry in which relatively small decentralized units 
of the industry must deal with a union in a strategically dominant position in 
local labor markets. 

On the whole, however, the work impresses me as a valuable one. It is written 
with clarity and contains much information for those who desire to read behind 
the headlines. This is especially true with respect to the historical chapters. 

Lots MacDonatp, New York University 





Studies in the History of Accounting. Edited by A. C. Littleton and B. S. Yamey. 
Homewood, Illinois: Richard D. Irwin; London: Sweet & Maxwell, 1956. 
Pp. xi, 392. $7.00. 


Every few years a new book is published which appears to have such quality 
of scholarship and lasting interest as to be described as a classic. In my opinion 
this volume should be included in such a group. It will have permanent use- 
fulness for all present and future students of economic and business history, 
and to those professional accountants who have any propensity to delve into 
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the slow but steady evolution of their working tools: double-entry bookkeeping, 
financial statements, company laws, etc. 

The volume consists of twenty-three essays, each by a different author, and a 
well-written introduction by one of the editors, B. S. Yamey. Fourteen of the 
selections are published here for the first time and several others originally 
appeared in publications that are not readily accessible to the average reader, of 
are out of print. For most readers, therefore, the material in the volume will be 
quite fresh and original. 

There are so many interesting selections in the volume that it is difficult to 
single out a few for attention here. Following the Introduction, G. E. M. de Ste. 
Croix presents an excellent general summary (published for the first time here) 
of Greek and Roman accounting. In his opinion, many prior writers have 
ignored or misinterpreted the many inscriptions and papyri which still exist: 
“These writers have given an entirely false picture of Greek and Roman account- 
ing, which they have represented as much more advanced and nearer to mod- 
ern practice than in fact it was” (p. 19). A striking contrast to modern times is 
contained in his assertion that “it is probable that no Greek ever had occasion 
to reckon his total income in money; and I see no reason to suppose that the 
situation was different in the Roman World” (p. 29). 

The second selection, by Rudolph Robert, describes how tallies were used in 
English banking, taxation, and trade in the centuries before 1800. It is followed 
by a description of partnership accounts in twelfth-century Genoa, written by 
Florence Edler de Roover, a very keen and discerning observer of business prac- 
tices in the medieval era. She gives examples of profit division between mem- 
bers of a venture—which might include widows, nobles, clerics, and artisans, 
as well as experienced operators. 

Two rather short essays, “Medieval Treatises on Estate Accounting” by D. 
Osclinsky, and “Ralph, Lord Cromwell, Household Accounts, 1417-1476” by 
E. M. Myatt-Price, are followed by Raymond de Roover’s splendidly docu- 
mented sixty-page monograph on “The Development of Accounting Prior to 
Luca Pacioli According to the Account-Books of Medieval Merchants.” In this 
selection de Roover brings to a kind of culmination his long years of patient 
and fruitful research. A few brief quotations will illustrate the scope and value 
of the article: “Until recently it was generally believed that double-entry book- 
keeping originated in Genoa around 1340. . . . This hypothesis has been shat- 
tered. . . . Florence is henceforth a serious contender . . . but it is even more 
likely that double-entry developed almost simultaneously in several Italian trad- 
ing centers” (p. 115). And further on: “Accrual accounting, therefore, is noth- 
ing new; it antedates 1400. So does depreciation. . . . Many examples of re- 
serves and provisions for unpaid charges can be found in the records. . . .” (p. 
144). Fascinating aspects of the social history of the Middle Ages are contained 
in annotations to these old accounts: “Thus it is stated in the balance sheet of 
the Basel branch (March 24, 1442) that there is only a slim chance of collect- 
ing a particular sum because the principal debtor, a cleric, has been dead for 
some time and his surety, a laynian, is completely indifferent to the penalty of 
excommunication. . . .” (p. 151). And, lastly: “The fourteenth and fifteenth 
centuries were perhaps the most brilliant and progressive periods in the history 
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of accounting. It was followed by a long period of stagnation that lasted until 
the nineteenth century” (p. 174). 

The article that follows, by R. Emmett Taylor, is a short biography of Luca 
Pacioli, the Franciscan friar who wrote the first printed book on accounting, 
published in 1494 in Venice. Subsequent articles are devoted to topics of some- 
what narrower interest, such as Tudor merchants’ accounts; early English book- 
keeping texts; short biographies of Oldcastle and Melis (authors of English 
treatises in the 1500's); origin of the trial balance; evolution of the journal 
entry; a biography of Simon Stevin of Bruges (famous mathematician and au- 
thor of works on accounting, mechanics, and astronomy in 1605-1608); the 
Goldsmith bankers; a Fleet Street bookseller’s memorandum accounts; the ac- 
counts of an English country bank in the early 1700's; a very interesting original 
essay on accounting in the British colonies of the New World; an account of 
how early schoolmasters probably taught their bookkeeping classes; an excellent 
exposition of “Edward Jones and the Reform of Bookkeeping, 1795-1810,” by 
B. S. Yamey; early accounting developments in Australia and Japan; British 
railway accounting; and company accounting in relation to the laws enacted by 
Parliament, 1844-1900. 

This volume, so sweeping in its scope, will give the reader a fascinating in- 
sight into one of the basic aspects of the growth of modern capitalism and the 
private enterprise system. 





Paut Garner, University of Alabama 


From Fief to Indenture: The Transition from Feudal to Non-Feudal Contract 
in Western Europe. By Bryce D. Lyon. (Harvard Historical Studies, Vol. 
LXVIII.) Cambridge: Harvard University Press, 1957. Pp. xv, 331. $8.00. 


Students of feudal institutions have generally regarded the fief as land, or more 
accurately, various rights over land, for which the holder did homage, swore 
fidelity, and performed various services. They have, however, long recognized 
that there were fiefs bearing the usual feudal obligations which consisted of 
annual revenues in money or kind, but they have commonly been regarded as 
exceptional and have received little attention. In 1946 M. Sczaniecki published 
a study of these fiefs, which he called fiefs-rentes, as they existed in France. 
Bryce D. Lyon has written a comprehensive account of the fief-rente. While 
his study is centered in England, France, and the Low Countries, he makes 
valuable observations on other regions, especially Germany and the Latin King- 
dom of Jerusalem. 

After a chapter in which he justifies the use of the term fief-rente and care- 
fully defines the meaning he gives the term, Lyon deals with the various aspects 
of the subject. There is a chapter on the place of the fief-rente in feudal custom, 
one on the sources from which the necessary resources for them were drawn, 
and two chapters dealing with their usefulness in the feudal state. In a final 
chapter the form of fief-rente usual in France in the later Middle Ages is com- 
pared with the English system of livery and maintenance. 

The most interesting chapter to the economic historian will be the one deal- 
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ing with the methods of financing the fiefs which consisted of incomes in money. 
It is practically a review of the various sources of revenue available to feudal 
princes. The English king who had a highly organized financial system ordinarily 
paid them out of his exchequer while the count of Champaigne used the 
revenues drawn from his fairs. In the kingdom of Jerusalem port dues were the 
usual source. Lyon points out that in general the closer the revenue assigned 
was to its original source, the more secure it was. An annual income payable 
from a local prevété was more reliable than one assigned on the royal treasury. 

Lyon has gone through a large amount of published and unpublished material 
and his work consists largely of examples illustrating his points. It is, therefore, 
a treasure house for the student of feudalism. Lyon’s generalizations seem care- 
fully formed and well supported by evidence. As a large part of his task is 
distinguishing between different types of fiefs, no fellow student of the subject 
will agree with him completely. Thus on page fifty-six he describes the third- 
penny of an English shire as a fief-rente. Then, this reviewer cannot agree that 
the revenues coming from ferris datis on the English pipe rolls can be con- 
sidered fief-rentes. Here at least theoretical seisin of land was clearly involved. 
The lands he uses as an illustration on page 134 passed to the son of the holder 
and became merged in his great honor of Boulogne. Doubtless other scholars 
would question other examples. These are, however, very minor matters and 
have little bearing on the value of the book. 

While Lyon’s book is highly specialized and will be of no conceivable interest 
to the general reader, it is a distinguished piece of work. He has organized and 
presented an extremely complicated subject clearly and convincingly. It is an 
important addition to the historical literature concerning feudal institutions and 
must be read by every student of the subject. If there are any economic his- 
torians who still regard feudalism as the product of a purely “natural” economy, 
they too should read this book. 

Stoney Painter, The Johns Hopkins University 





Histoire du mouvement anarchiste en France, 1880-1914. By Jean Maitron. 
Paris: Société Universitaire, 1951. Pp. 744. (2d, revised ed., 1955. Pp. 562.) 

The Second International, 1889-1914. By James Joll. London: Weidenfeld and 
Nicolson, 1955. Pp. 213. 18s. 


These two books offer an interesting contrast in types of scholarly endeavor. 
Jean Maitron’s history of the French anarchist movement is a massive, en- 
cyclopedic work covering every aspect of the subject. His text, heavily buttressed 
with footnotes, runs to over five hundred closely printed pages followed by nearly 
two hundred more of bibliography (omitted, no doubt for reasons of cost, from 
the second edition). Written without pretense of style or declared thesis, it stands 
as a monument of painstaking, scholarly research. James Joll’s study of the Sec- 
ond International, on the other hand, is a slight book running to less than two 
hundred pages and offering merely a “select” list of references. True to the best 
British tradition of essay writing, Joll handles his theme with verve and the ap- 
parent conviction that a sprightly style and a liberal sprinkling of challenging 
generalizations are worth more than a trunkful of footnotes. 
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Maitron’s hefty tome will undoubtedly long remain the definitive work on the 
literature and the many-sided activities of the French anarchists. His footnotes 
and bibliography provide details on scores of short-lived journals and the more 
obscure compagnons, as well as on those “martyrs” to the cause who made the 
headlines in the world press. Each phase of French anarchism, from the breakup 
of the First International to the years preceding World War I, is treated with 
thoroughness and a kind of detached sympathy that commands respect. I found 
the section dealing with the “heroic” phase when la propagande par le fait 
reached its high point the least rewarding. The biographical sketches and testi- 
mony from the trials are there, but a better social psychologist than Maitron is 
needed to explain the motivations of the actors in the drama. The section on 
the participation of the anarchists in the syndicalist movement, however, repre- 
sents a major contribution. That the anarchists deliberately entered the trade 
union movement in the nineties is well known. What has been hitherto lack- 
ing is Maitron’s copious documentation of their activities. One of the virtues 
of the work is that it provides a solid base from which to launch new inquiries 
into the nature of both anarchism and radical trade unionism. 

The essay by Joll likewise has solid virtues, not the least of which is the 
filling of a gap in a hitherto badly neglected field. Instead of getting bogged 
down in the interminable debates and resolutions of party congresses, Joll con- 
centrates his attention on the major personalities and shifts of policy. His 
thumbnail sketches of the leading European socialists are often brilliant, and 
he has a flair for picking apt quotations that catch the spirit of the times he is 
treating. The last chapter, dealing with the activities of the European socialists 
in the 1914 crisis, exhibits these qualities superbly. An essay of this type, how- 
ever, invites dissent. Not enough attention is paid to the significance of the 
Russian Revolution of 1905, nor to the amount of dissatisfaction expressed by 
the radicals with the reformist tactics of the dominant party leadership. His 
thesis that the dogmatic Marxism of the German Social Democrats, coupled 
with the timidity of the German party’s tactics, had a baneful influence on the 
Second International and especially on the French socialists is sound enough, but 
is presented in an exaggerated and over-simplified form. Is it likely, as he sug- 
gests, that the French apostates such as Briand would have remained within the 
socialist fold if the ban on holding cabinet posts had not been imposed? I doubt 
it. Nor do I find any substantive evidence in the essay that the orientation of 
the French party was fundamentally altered. Joll also could have made better 
use of the study of the German Social Democratic Party by Carl Schorske 
(German Social Democracy, 1905-1917: The Development of the Great Schism 
[Cambridge: Harvard University Press, 1955]). The two books appeared in the 
same year, but Schorske’s thesis MSS was available. He mentions the latter by 
name in the preface, but misses the key points in Schorske’s interpretation of the 
conflicts within the ranks of the SPD. These qualifications aside, Joll has pro- 
vided a refreshingly readable contribution to our understanding of the persisting 
dilemma of parliamentary socialism. 

Joun Bownpitcu, University of Minnesota 
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English People in the Eighteenth Century. By Dorothy Marshall. London: Long- 
mans, Green and Co., 1956. Pp. xvi, 288. 30s. 


“Social history without economic history,” Sir John Clapham once remarked, 
“is ‘floppy.’” Dorothy Marshall has written English People in the Eighteenth 
Century with that caveat in mind; or rather she could not have failed to do so 
just because her interests, her experience as a historian, and therefore her out- 
look all point to the cardinal importance of economic history. Readers may 
remember that in 1929 Clapham said: “When I picture the place of economics 
in history modestly, I sometimes see the economic worker as a sort of osteologist, 
a student and collector of historical bones.” Assemble, he continued, “the osseous 
structure of successive types of societies and nations . . . the things which con- 
dition their activity and determine its forms. ... It is easy, when modesty 
wanes, for us economic historians to glorify this bone business of ours.” Dorothy 
Marshall knows this bone business well—perhaps even to the point of bias: 
“Major changes in both agriculture and . . . industry,” she writes, “were the 
outstanding features of the age.” Those two stalwart social historians, Halévy 
and G. M. Young, would probably dissent. What of enlightenment? What of 
evangelicalism? Such questions italicize the kind of book Dorothy Marshall has 
written. 

It is a book of many merits. First of all, the audience whom she addresses 
(sixth formers, undergraduates, and, I venture to add, professional scholars) 
must welcome a work in which the author tries to “put together some pieces of 
the jigsaw” which had been eighteenth-century England. To assemble the pieces 
of the social jigsaw Dorothy Marshall has drawn upon her intimate, if here 
modestly concealed, knowledge of manuscript sources and also upon satirical 
verse, published family papers, articles in learned journals, and monographs. 
For her purposes she appears to have overlooked nothing. 

Adam named the animals. Historians name ages and strive to give each a 
pattern: otherwise why try to put the pieces together? The constitutional his- 
torian has little difficulty in giving pattern to English history in the seventeenth 
century; the historian of ideas seems to be the luckiest fellow in finding a pattern; 
economic historians of the realist school have almost given up trying. But Dorothy 
Marshall does not. She finds pattern in an English civilization peculiarly inimical 
to pattern: for example, the influence of merchants in the first half of the cen- 
tury, as set forth in her first chapter, with its far-reaching horizons overseas; 
the gradual shifting of that influence to the new class of industrial capitalists 
which came more and more to dominate the economic life of the nation and the 
social life of the new cities as the century reached its close (the position of the 
landed interest remained “unshaken”); a picture too of what it was like to be 
an Englishman before, and then after, the onset of the industrial revolution, a 
revolution which the author treats, as Clapham would, from a gradualist’s point 
of view. 

Dorothy Marshall, again like Clapham, is not to be tempted by easy generaliza- 
tion; her honesty, her sense of both the complexity and the diversity of phenomena 
prevent it. She offers pros and cons about the effects of the Navigation Acts and 





372 Reviews of Books 


enclosures and qualifies the realities of those so touted liberties Englishmen be- 
lieved themselves to enjoy. Her knowledge as well as her enthusiasm make her 
an astute guide through the soot of London and the hodge-podges of provincial 
towns and cities. Granted, the middle classes are the heroes of her tale, and 
knowledge of the lower depths is not balanced by equal familiarity with, or 
sympathy for, the upper stratum. Not here appears such an apotheosis of the 
aristocrat Charles Fox as distinguishes Trevelyan’s wistful pages. But mastery of 
her somewhat narrow subject is unquestionable, and from it comes conciseness 
of statement. Like Young, Dorothy Marshall goes on reading till she can hear 
people talking. 

Questions set forth the author’s aims, and to some she finds conventional if 
tentative answers, as, for example, the influence of landed property and a social 
structure so fluid that some had permission to climb virtually to the top and all 
had absolute freedom to tumble right down it. Dorothy Marshall might in this 
connection have stressed more emphatically than she does the existence of open 
aristocracy in eighteenth-century England and borne in mind Tocqueville’s re- 
mark that the habit of the English is to desire inferiors. Her most arresting 
answers (indeed they form the core of her book) concern the role of merchants 
and industrial capitalists, the large measure of “satisfactions” which society could 
offer to the propertied classes, and the degree to which industrialization and 
urbanization changed the old pattern of what people did and where both so- 
cially and geographically they belonged. 

English People may leave a reader with certain doubts and regrets. Is it true, 
as the author states, that “the administration of the country was handed over 
to men who had little incentive to build up a tradition of disinterested public 
service’? And surely during the reign of George III the waning of the influence 
of the Crown purports far more than “the few economical reforms of Burke and 
his friends.” The book generously affords illustrations and sorely wants an editor. 
Lapses of grammar and style suggest why as a writer Dorothy Marshall cannot 
compare with Trevelyan and Young. Finally, her publishers need to be reminded 
that the road to exasperation is paved with op. cit. 





L. P. Curtis, Yale University 


Kilowatts at Work: A History of the Detroit Edison Company. By Raymond C. 
Miller. Detroit: Wayne State University Press, 1957. Pp. xvii, 468. $7.50. 


In recent years, various business historians have forcefully demonstrated that 
any adequate history of twentieth-century America must include an account of 
the revolutionary role of the large corporation in contemporary society. In this 
well-rounded history and convincing case study of creative capitalism in action, 
Raymond C. Miller presents this thesis anew. 

The author is not diffident in his recital of the achievements of the large cor- 
poration, of which the Detroit Edison Company is a prime example. He sum- 
marizes these accomplishments as follows (p. 412): “The great corporation is 
probably the most significant social invention of the [twentieth] century. It has 
shown admirable skill in the recruitment of its able leadership, in the applica- 
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tion of advanced technology, and in the rationalization of its business opera- 
tions. It is the only means, government operation excepted, by which such vast 
capital accumulations could be directed to meet an expressed need.” 

Besides expatiating on the role of the company as an instrument of creative 
capitalism, the work focuses on the following: the shifts in the technology of 
generating electricity; the problem of business management and other non- 
technological aspects of production; the fiscal and administrative control of elec- 
tric production; the relations between the company and the government and 
the general public; and, the impact of electricity on the total culture of city, 
state, and nation. This study presents also a succinct summary of developments 
in the electrical industry since its inception. 

The sympathetic portrayal of the role of Alex Dow as leader and policy 
maker for the company in its formative years is done skillfully. The paternalistic 
philosophy of Dow was not unusual among industrial leaders in the first two 
decades of the twentieth century. Miller does not gloss over his eccentricities, 
whimsicalities, and defects. These do not, however, dim the luster of his notable 
achievements. 

The fact that government has been increasingly regarded as an essential tool 
to effect the amelioration of undesirable social and economic conditions should 
not blind one to the progress introduced and fostered by non-governmental agen- 
cies and means. Government regulation has often been modeled upon the prac- 
tices adopted by the strongest and largest companies. The author points this 
out in respect to the Detroit Edison, whose practices, accounting and otherwise, 
have served as a guide to regulatory agencies in their formulation of proper 
standards, rules, and procedures. Miller, however, does not give due emphasis 
to the benefits flowing from legislation directed toward ensuring that the more 
backward companies, especially the smaller and less well-established ones, com- 
plied with the standards introduced by the most progressive companies, such 
as Detroit Edison. The work is adequately annotated, provides instructive ap- 
pendices, and describes the voluminous manuscript material in the company 
depositories. 

3usiness history has now emerged from its adolescent period, and is well on 
the way to acquiring a mature, confident outlook. This thoughtful and well- 
written volume is further evidence in support of this conclusion. The author’s 
six-year effort in research and writing has borne succulent fruit. 

Harris ProscHansky, New York City 


Economic Opinion and Policy in Ceylon. By Henry M. Oliver, Jr. (Published for 
the Duke University Commonwealth-Studies Center.) Durham, N.C.: Duke 
University Press. Pp. xiii, 145. $3.50. 


In this short study Henry M. Oliver focuses primarily on two broad and in- 
teresting topics—Ceylonese nationalist economics and Ceylonese development 
policy. The work deserves a wider audience than might be attracted by the title, 
for although the book treats solely of the Ceylonese scene (covering the period 
1916-1956), many of the developments described have been rather closely 
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paralleled in other newly independent Asian countries. In brief portions of the 
last chapter, the author makes a valiant but, as he himself points out, incon- 
clusive attempt to analyze the effects of nationalist sentiment and government 
policies on Ceylonese income. Aside from this part, the book can be read easily 
by those not trained in economics. 

The author makes clear both the dominant role of nationalism in shaping 
economic opinion in an underdeveloped country striving for independence, and 
the tempering effect upon economic policy of the hard facts of economic life. 
The latter is illustrated, for instance, by the government’s decision, after Ceylon 
obtained its independence, not to give effect to the earlier intention of nationaliz- 
ing foreign properties. This change of policy was a consequence, at least in 
part, of the realization that the country’s foreign assets were too limited to per- 
mit the British owners to be paid full compensation quickly, and the fear that 
nationalization might therefore bring on a ruinous boycott of Ceylonese exports. 
While anti-British sentiment has been the most important expression of national- 
ism in Ceylon, another has been the growing resentment of the majority ethnic 
group, the Sinhalese, against the Tamils, who hold many of the better posi- 
tions. The author stresses his belief that the recent Sinhalese revival will prob- 
ably have a substantial impact upon economic thought in Ceylon, but he unfor- 
tunately only whets our curiosity in this regard; he says nothing that would 
explain the likely form of the impact. 

Special note must be made of the few lines the book contains about the 
Ceylonese attitude towards foreign aid, a matter that should be of particular 
interest today, when the United States is much concerned about the Soviet 
Union’s efforts to win the friendship of underdeveloped countries by providing 
economic assistance. Oliver remarks: “One fairly common accusation is that the 
West tries to block industrial advance by tying governmental aid to agricultural 
programs” (p. 19). This reaction, unjustified though it is, merits contemplation, 
for it would seem to point up the necessity for considering the psychological as 
well as the economic angles when tendering aid—an area in which the Russians 
appear to be particularly adept. 

Epna E. Eurticu, New York, N.Y. 


Geschichte der Kokereitechnik. By Franz Michael Ress. Essen: Verlag Gliickauf, 
1957. Pp. 672. DM. 148. 


The book is in one sense testimony to the affluence and enlightenment of the 
Steinkohlenbergbauverein, which sponsored its publication. It is a large octavo 
volume on glossy paper, replete with illustrations, diagrams, and charts. Its price 
sets it far beyond the reach of even wealthy savants; at first glance, the book is 
almost too rich to be scholarly. 

But Ress has a surprise for the reader. This is not one of those presentation 
volumes whose primary purpose is to impress visitors to the waiting rooms of 
boards of directors. Ress is an engineer who understands techniques, and he is 
a historian who sees his subject not simply as a study in technological change, 
but as a chapter in economic development. His work is in some ways a monu- 
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ment of erudition. He has examined all the major printed sources, including the 
periodical literature of the engineering societies, and a great deal of archival 
material, national and local, public and private. The bulk of this primary docu- 
mentation is German, but this was to be expected. 

As the title indicates, the present work stresses the advance of technique. 
Here Ress’s story reminds us of some other industrial histories, in particular 
Ludwig Beck’s Geschichte des Eisens and Walter Minchinton’s article on “The 
Diffusion of the Tinplate Manufacture,” Economic History Review, 2d sert., 
IX (1956-57), 349-58: modern coking technique is the product of innovation 
in a number of countries, not so much working simultaneously as relaying each 
other. There was the initial British period, characterized by open-pile burning 
and beehive ovens; Belgium and the Saar developed the reverberatory furnace 
(Flammofen) in the 1840's and 1850's; the French took the first steps toward 
utilizing noncoking coal and, in the fifties, toward capturing by-products; and 
from the 1880's on, the Germans took the lead in exploiting the varied chemical 
riches of the raw mineral. 

Why these shifts in technical leadership is another matter. One can under- 
stand in general the transfer from Britain to the Continent: for a long time, fuel 
was too cheap in Britain to make the utilization of oven heat a concern; coking 
coal, too abundant to make it necessary to adapt less desirable sorts. But one is 
less sure about the German advance of the eighties. At first glance, it would 
seem to be merely another triumph of German technological training and her 
utilization of science in industry. Yet Ress is at pains to point out the empirical 
character of coke technology until the very eve of the First World War, and 
the resistance of German ironmasters and coal men to innovation. The answer 
may lie in the general technical superiority of German industry: the potential 
customers worked out the possibilities and created a demand. To which Ress 
would add the salesmanship of the engineering firms that developed new coking 
equipment and methods—the C. Otto company, for example. 

For this is a thoughtful book, and Ress does not avoid the wAéy in discussing 
the what. To be sure, he has excluded most of the economic aspects of the de- 
velopment of the industry, and this necessarily truncates his analysis. But this 
is only a temporary measure: we are promised a second volume on the economic 
history of cokemaking. The quality of the present work will make the reader 
impatient for the sequel. 

Davin S. Lanpes, University of California, Berkeley 


South Africa: Economic and Political Aspects. By Hector Menteith Robertson. 
‘Publication of the Duke University Commonwealth-Studies Center.) Durham, 
N.C.: Duke University Press, 1957. Pp. x, 192. $3.50. 


The recently established Commonwealth-Studies Center at Duke University 
is performing a notable service by publishing a series of books on the British 
Empire and Commonwealth. Hector M. Robertson’s study is the second and is 
based upon three lectures he gave at Duke. As Jagger Professor of Economics 
at the University of Cape Town, he is well qualified to analyze current trends 
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in the South African economy and their political implications. His historical 
introduction sheds light on the relations between black and white in South 
Africa’s developing economy. In discussing today’s economy, Robertson’s con- 
tribution is to relate the migration of labor to the genesis and progress of the 
official apartheid policy, and to emphasize the dual society in South Africa and 
the place of the native reserves in that society. In his analysis of the political 
aspects of the apartheid campaign, he probes into the origins of the entrenched 
clauses of the South Africa Act of 1909 and the recent efforts by the Nationalist 
government to flout them by removing the Cape colored voters from the com- 
mon voters’ roll. 

Robertson is illuminating when discussing the racial patterns that have de- 
veloped in his country’s long history. He has chosen to spotlight the “policy of 
separation.” Having shown why there have always been racial tensions, he 
stresses the importance of the history of armed conflict between white and black 
over land occupation, and the lack of assimilation of blacks into the white 
polity and economy before 1870. Then he proceeds to show that, whereas the 
developing economy after this date increases integration of these diverse racial 
elements, today’s policy of apartheid aims to halt and ultimately to reverse the 
integration of black and white in a common economy. 

Of particular interest is the delineation of land use, and how it is limited in 
various ways. There is a useful presentation of statistics showing the distribution 
of natives in various types of areas in 1946, and revealing the degree of segrega- 
tion through native reserves. He stresses the Tomlinson Report (1956), which 
accepts apartheid as a categorical imperative, and he is justly critical of its 
fundamental weaknesses. 

His examination of the constitutional struggles of the past five years stem- 
ming from the Nationalist Government’s efforts to impose an electoral apartheid 
in the Cape is excellent. The author offers no simple solutions for the future, and 
his humility is implicit in his refusal to claim that he knows all the answers. 
Adding to the book’s usefulness is a forty-seven-page glossary and a thirty-five- 
page annotated bibliography. Robertson raises more questions than he can an- 
swer; but one can see all too clearly the consequences of apartheid upon the 
urbanization of rural white and rural black. 

SamueEL Ciype McCuttocn, Rutgers State University 





Movements of the British Iron and Steel Industry—1720-1951. By Howard G. 
Roepke. (Illinois Studies in the Social Sciences, Vol. 36.) Urbana: University 
of Illinois Press, 1956. Pp. vii, 198. $3.00. 


Howard G. Roepke has presented us with a survey of the British iron and steel 
industry from 1720 to the present decade. The reason for choosing the earlier 
date is obscure; it was a year marked by no significant change or development. 
Why not start eleven years earlier, when Darby first used coke in the blast 
furnace successfully? But this is a book with many idiosyncracies. 

Economic historians are familiar with the many studies of the history of the 
iron industry which tabulate not only production statistics but also prices and a 
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breakdown of production costs. This study, written by a geographer, omits the 
cost-price analysis, the central theme of the economic historian, and replaces it 
by an analysis of the areal distribution of production and of the several methods 
of production. It is, as a result, an interesting complement to the familiar works 
of T. S. Ashton, D. L. Burn, and T. H. Burnham and G. O. Hoskins. The 
question we should ask is, has this method any relevance to the economic his- 
torian? 

The author sets himself the task of mapping and describing the geographical 
distribution of ironworking during various phases in the history of the industry. 
His maps do less than justice to his theme. But in themselves these distribution 
studies do illuminate the historical record. They constitute, especially when 
represented in adequate detail on carefully drawn maps—as they are not in this 
book—a method of analyzing this data. The results suggest reasons for the chang- 
ing pattern of the industry that are not wholly apparent in the written and 
statistical sources on which historians usually depend. 

So far this geographical method is a valuable one, and one that deserves to 
be used more widely by historians. It has, however, its pitfalls. There is a con- 
spicuous tendency among geographers to explain the distributions, which they 
make explicit in their maps, only in terms of factors which are themselves 
susceptible of cartographic representation. Thus changes in the distribution of the 
industry are interpreted in terms of essentially physical influences: distribution of 
ore, of charcoal, of coking coal, and of means of transportation. 

In fact the study of the geographical distribution of economic activities is a 
valuable contribution, provided that these are not interpreted only in terms of the 
geographical or environmental factors. This book, like other historical studies by 
geographers, leaves out of account the essentially economic factors of cost, price, 
the role of the entrepreneur, and the attitude of management to technical change. 
It is rather like playing Hamlet without the Prince of Denmark. 

Roepke’s book is a useful addition to the literature on the history of the 
British iron and steel industry. It should draw the attention of historians to 
sources and methods which they do not generally use. It should not be mistaken 
for economic history. 





Norman J. G. Pounps, Indiana University 


A History of Technology. Edited by Charles Singer, E. J. Holmyard, A. R. Hall, 
and Trevor I. Williams. Volume III: From the Renaissance to the Industrial 
Revolution, c. 1500—c. 1750. Oxford: Clarendon Press, 1957. Pp. xxxvii, 766 
plus 32 plates. $26.90. 


As the series draws closer to the present, the time span covered by each volume 
shrinks. In vain. Technological change becomes so rapid and pervasive as we 
enter the modern period and the written sources become so extensive that 
selection and synthesis are more than half the battle: no single volume could do 
justice to all the aspects of the subject. 

The editors have achieved compression by the two traditional devices: choice 
and assignment of topics; and limitation of the size of contributions. The first is 
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relatively painless; the second is almost always the source of much unhappiness. 
It frustrates the writer, who cannot develop his subject as he feels it ought to 
be developed, and it leaves the reader’s curiosity unsatisfied. 

This, unfortunately, is the impression one takes away from the present volume. 
It is, like the others in the series, a generously printed and illustrated work. 
But in some areas, the sparsity of its content belies its appearance. 

There are two salient weaknesses in this regard. The first, less frequent but 
more surprising, is a certain technological superficiality. What does it mean, 
for example, to describe the techniques of textile manufacture without showing 
how the characteristics of the raw materials—homogeneity, tensile strength, etc.— 
condition the industrial process? How can the reader understand the development 
of variant forms of the spinning wheel without some knowledge, not only of 
fibers, but of yarn—of warp and weft and their respective functions and, hence, 
requirements? Similarly, the discussion of coking and coke smelting would gain 
by some attention to the diversity of the mineral and the distinction between 
the direct contact of the blast furnace and the separation of fuel and metal in 
refining. Nef finds the long interval from the first use of coke in malting to 
its application in iron smelting “curious” (p. 80). I am less surprised: the two 
processes are only partly analogous. The smelting of iron requires coal as raw 
material as well as 2 source of heat; fuel and mineral are intermixed in the 
furnace and the difficulty of neutralizing harmful substances in the coal is 
multiplied enormously. The wonder is that coke smelting came as soon as it did, 
and that it came so long before the use of coal in refining the pig iron. But this 
is as much an economic as a technological problem. 

This brings me to the second of the weaknesses referred to above. This is 
a history of technology, and properly stresses technical as against economic 
matters. Nevertheless, the two are inextricably interrelated, and the effort to 
stick to the shop has led, in my opinion, to a regrettable circumscription of the 
very concept of technology. To the editors of, and contributors to, this volume, 
technology is the latest techniques, and technological history the study of ad- 
vances in technique. This is the traditional view, and hundreds of works have 
appeared on these lines. 

But technology is clearly much more than that. It is the way all the people 
doing things (in this case, the people of western Europe) do them. It is old 
ways as well as new, and the displacement of old by new. Technological history 
properly concerns itself, therefore, not only with instances of change, but with 
the process of change, the advantage of new over old, with diffusion and its 
determinants. To take an image from mathematics, it is the integrals as well 
as the derivatives of the curve of technical progress. 

To be sure, such a definition of the field comes close to equating it with 
economic development, at least in so far as we are dealing with techniques for 
the production of salable goods. This is not surprising: the editors of the present 
volume would be the last to deny that the history of technology is intimately 
interwoven with economic history. They would simply argue that some de- 
marcation is indispensable, if only for reasons of space (see pp. vii-vili). Never- 
theless it seems to me that they have chosen the wrong point of separation, that 
there is a whole area of technological change—in the larger sense—that remains 
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the proper province of such a volume as this: the data on diffusion, for one thing 
(where and when did the engine loom appear? how fast did it spread?); the 
analysis of the technical, as opposed to the economic, determinants of diffusion, 
for another. And by technical determinants I mean not only the quality and 
quantity of raw materials available and the achievement of a complex of ad- 
vances in related processes, but also the corpus of knowledge and skill that makes 
it possible for one man, and one society, to do what another man or society cannot. 

Thus the editors properly note that before the Industrial Revolution science 
played a relatively small role in promoting and channeling technological change; 
innovation derived from empirical experience. Yet they give small attention to 
the subject, and ask little about the nature and sources of practical skill and 
ingenuity, their concentration in space, time, and social level, their transmission 
from place to place and generation to generation. One of the editors, A. R. Hall, 
touches on some of these matters in a lucid, too-brief epilogue. (He makes a 
curious implicit distinction, though, between the “skill” of Continental craftsmen 
and the “technological adaptability” of the British. Is this the difference between 
design and craftsmanship on the one hand and mechanical skill and ingenuity 
on the other?) The series needs more of this kind of thing. It is too wrapped up 
in morphology and description, and should say more about technology, as 
against techniques. 

All of these desiderata should not obscure the fundamental merit of this volume. 
The editors have been catholic and imaginative in their choice of subject matter, 
discriminating in their selection of contributors. Much of the material has never 
been assembled before within the covers of a single work, and some of it, like 
the chapters on food and drink (by R. J. Forbes), land drainage (by L. E. Harris), 





and bridges (by S. B. Hamilton)—to name only three—impressed me as newly 
assembled. The volume is, in short, more than an encyclopedic regurgitation of 
easily accessible data or a refurbished version of the traditional history of tech- 
nology. It is in many ways a new contribution and will be consulted frequently 
by students of this and related fields. 

Davin S. Lanpes, University of California, Berkeley 


Vassouras: A Brazilian Coffee County, 1850-1900. By Stanley J. Stein. Cambridge: 
Harvard University Press, 1957. Pp. xv, 316. $7.00. 


The first great center of coffee production in Brazil was the Parahyba Valley, 
north of Rio de Janeiro, One district in the valley, the municipio (“county”) of 
Vassouras, was selected for intensive study by Stanley J. Stein, after a preliminary 
survey showed that it could be considered representative of the whole valley. His 
research was based on local sources, which yielded abundant data on land hold- 
ings, growing crops, improvements, and slave holdings. Although archives pro- 
vided most of his material, Stein also pursued his investigation by means of 
interview with ex-slaves and others. 

The book is divided into four parts, the first of which consists of a single 
chapter dealing with pioneering settlement in the valley, the acquisition of land 
holdings, and the spread of coffee cultivation prior to 1850. Since Stein makes 
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the point that the peak of the coffee boom in this area occurred from 1850 to 
1864, this light sketch of developments before 1850 leaves the reader with the 
feeling that he has been plunged into the middle of a story. This impression is 
somewhat ameliorated by retrospective comments in subsequent chapters, but still 
it would have been desirable to have a fuller account of the rise of this coffee 
economy before it reached its “golden age” in the 1850's. 

Part II deals with the plantation economy during the height of prosperity. 
Techniques are described, business relations between planters and factors are 
analyzed, and the problems of securing adequate transport connections with Rio 
are discussed. The economic aspects of acquiring and using slave labor are treated 
fully; interesting material is brought out about the internal slave trade in Brazil. 

After devoting the third part of the book to the social and cultural lite of 
Vassouras in the days of planter supremacy, Stein turns in Part IV to the decay 
of the coffee economy. The abolition of slavery in 1888 was a blow to the planters, 
but the process of decline was already well under way. Three principal factors 
are brought out to explain the decline: (1) a progressive reduction in the 
supply of slaves of efficient working age, resulting mainly from the suppression 
of the slave trade in 1850; (2) using up of the available land resources through 
wasteful methods of cultivation; and (3) reduction in yields on old plantings. 

In his preface, Stein writes: “The aim of this analysis of plantation economy 
and society in Vassouras . . . is to examine at the local level the effect of the 
changing world economy upon Brazilian institutions.” This is a strange statement, 
since actually very little is done with this theme. In particular, his discussion of 
change (that is, decline of the economy) is concerned purely with internal 
factors. My purpose in making these comments is not to be critical of the study, 
but rather to emphasize that it is very much turned inward. I believe that Stein 
set out to give an intimate picture of the Parahyba plantation economy and 
society, and that he has done this in admirable fashion. His work has the strength 
of detailed knowledge based on intensive investigation of documentary sources. 
This quality makes it valuable. For those who are interested in plantation econ- 
omies from a broader point of view, whether for Brazil as a whole or for areas 
of greater geographic scope, the study has the additional value of providing 
excellent material for making comparisons and of suggesting critical points to be 
considered in any comparative treatment of such a subject. 

Sanrorp A. Mosk, University of California, Berkeley 


An Elizabethan: Sir Horatio Palavicino. By Lawrence Stone. Oxford: Clarendon 
Press, 1956. Pp. xix, 345. 45s. 


Elizabethan versatility was shown not only in the pursuit of fame, but also 
in the pursuit of fortune. The great merchants traded in many commodities and 
with many countries; they might be shipowners, underwriters, and backers of 
privateers as well. They spread their investments, partly to secure outlets for their 
capital and partly to reduce the risk of loss. Some financial and commercial 
magnates engaged in more diverse activities, as the career of Horatio Palavicino 
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shows. A Genoese by birth, Palavicino rose to fortune by helping to exploit the 
papal alum monopoly. From that it was an easy step to money lending (both 
to the Crown and to private individuals), to speculation in prize cargoes, and 
to the acquisition of a landed estate. The main outlines of this career have long 
been familiar, but they have never been drawn so fully as in Lawrence Stone’s 
detailed study of Palavicino, This study throws some new light on Palavicino 
and it is particularly valuable in showing how much the exploitation of economic 
opportunities rested on influence at Court and in Court circles. In that curious 
world of regulation and monopoly, which it would be optimistic to call a planned 
economy, the way to wealth often lay in the subtle manipulation of government 
finance, political corruption, and administrative ineptitude. Indeed the underworld 
of “conny-catching” had its counterpart in an “overworld” of more refined 
cozenage. 

Unfortunately, all of Palavicino’s activities cannot be fully described, for his 
personal and business papers apparently have not survived. Neither state papers 
nor law cases provide an adequate substitute for these missing sources; they 
leave too many gaps and too many unanswered questions. Thus this account of 
Palavicino’s life is very uneven. Some parts of it, especially Palavicino’s activities 
as an ambassador, are unduly inflated. Other parts, especially his work as a 
merchant, are very meager. If Palavicino really operated on a large scale as a 
merchant, it is difficult to believe that this would not have left fuller traces. 
Moreover, in connection with this, Stone makes some statements which suggest 
an unfamiliarity with the commercial background. He speaks of the “great stock 
companies” as owing “nothing to the financial support of Palavicino.” Three of 
the companies he enumerates, the Eastland, the Merchants Adventurers, and the 
Barbary Companies, were regulated companies, and it is difficult to see in what 
significant sense Palavicino could have given them financial support. Indeed, 
until he received Letters of Denization in 1585, Palavicino may not have been 
eligible for membership of any of the trading companies. After 1585 he may 
have been eligible and he was certainly then free to turn himself into a country 
gentleman, which was “the ambition of every commercial magnate,” according to 
Stone. This seems an exaggerated view of the ambition of even the bigger mer- 
chants, most of whom seem to have been content with “the stigma of the 
counting-house.” Perhaps they were unaware that future historians would not re- 
gard them as gentlemen. Clearly the whole question of the urban gentleman and 
of the possible existence of an urban patriciate needs investigation, not only for 
London but for the larger provincial towns as well. 

Palavicino was not a typical Elizabethan merchant financier. Had he been 
that, he might have been less interesting. With his alien background and his 
cosmopolitan outlook and connections, he belonged to the long line of Italian 
financiers who had lived and worked in England. His life was well worth 
writing, even though the sources for it are so scattered and so incomplete. Unless 
new sources come to light, which seems unlikely, this will remain the standard 
biography; the work need never be done again if it has to rest on the same 
foundations. 





T. S. Wittan, University of Manchester 
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Le commerce du port de Nantes au milieu du XVI° siécle. By Jean Tanguy. 
(Ecole Pratique des Hautes Etudes, VI® Section, Centre de Recherches His- 
toriques, “Ports, Routes, Trafics,” VII.) Paris: S.E.V.P.E.N., 1956. Pp. xiv, 
102. Fr. 600. 


Paleographic skills and patient analysis applied to refugee port records have 
enabled Tanguy to make a significant contribution to the history of sixteenth- 
century commerce. His “Approach to the Documents” describes the nature of 
his fragmentary sources, some of the problems of analysis, and his methods. Five 
registers of tariff and toll receipts from Nantes are the principal basis for no 
less than fifty-four charts and graphs bearing on the origin and tonnage of 
shipping, and the origin, value, volume, and directions of trade in wine, salt, 
fish, metals, textiles, ship stores, paper, and books. Trade from Nantes primarily 
involved the Breton ports, secondarily Portugal and Spain. Resident Spanish 
merchants controlled most of the commerce. Small Breton barques naturally pre- 
dominated among the shipping, with the English taking place as the major 
foreign carrier. The Dutch, as yet, were insignificant. The traditional products 
of medieval trade still constituted the basic transit traffic with the Loire hinter- 
land: wine, shipped down the river in hundreds of sentines of 10-20 tons, and 
salt, shipped upstream in 40-ton chalands. As a wine port Nantes ranked below 
Bordeaux, but well above La Rochelle in this period. Exports of wine (748 of 
928 outbound cargoes in 1555-1556) were destined mostly for Breton ports, and 
the volume of that traffic posed the perennial problems of imbalance, with over 
half the carriers arriving in ballast. Fish and sugar imports had only begun to 
figure in the traffic. A decade later, in the mid-sixties, products of oceanic 
expansion had increased in volume but wine remained absolutely dominant in 
the general growth of commerce and prosperity. Much of the importance of this 
study lies in its relation to other monographic work now in progress or recently 
published by Trocmé and Delafosse, Mollat, the Chaunus, Dardel, Romano, and 
Rambert. Collectively these studies will offer a new and solid base for synthetic 
work on European trade and commercial capitalism; they already underscore the 
weakness of recent general histories of commerce. 

P. W. Bamrorp, University of Minnesota 


Chesste’s Road. By Charles W. Turner. Richmond, Va.: Garrett and Massie, Inc., 
1956. Pp. xi, 286. $4.90. 


The corncob pipe had had twelve stems and six bowls when its owner boasted 
of its faithful durability. So also has the Chesapeake and Ohio Railroad (we are 
told on the jacket of its colorful history) “survived several reorganizations and 
receiverships.” Its original parts—rails, ties, personnel, name, and ownership— 
have more than once been replaced. They have changed their size and nature 
so much that one might well ask precisely what is the entity that has survived. 
Charles W. Turner has done well in establishing for this improbable legal 
personality a convincing identity through the continuity of its history and the 
development of its functions. 
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Coal shipping, the eventual mainstay of the C. and O., motivated the first 
mule-powered line in Virginia in 1828. The farmers and merchants built the 
other early roads in order to transport hogs, timber, and grain to the waterways 
and trading centers and, in turn, fertilizer and manufactured goods to the farms. 
Active in the growth of commercial farming in remote sections of piedmont and 
tidewater Virginia and in the prosecution of the Civil War, the loose conglomera- 
tion of lines did not really cohere into a network until 1867. Then, as it reached 
toward the Ohio River, it took the name “Chesapeake and Ohio Railroad.” 

After the Civil War, finance and control inevitably shifted from local citizens 
to northern capitalists. Thereafter the proliferation of interlocking controls and 
agreements led to the construction and collapse of the Van Sweringen holding 
company pyramid and finally to the efforts of Robert Young to devise a network 
of finance and control consistent with the complexities of a coast-to-coast trans- 
portation design. 

Turner makes little analytic use of his extensive materials and fails to 
distinguish the unique from the typical in the history of the C. and O. Implicit 
in the chronicle are the economic characteristics of a great industry taking shape 
in a growing economy, requiring tremendous capital, vulnerable to business 
fluctuations, given to spectacular extremes of competition and monopoly, and 
subjected to changing forms of government control. A sharper focus in the 
study would not only give a clearer delineation to the character of the C. and O., 
but would also be useful in the evaluation of the general railroad problems of 
finance, control, and co-ordination. 

Despite the lack of economic interpretation the wealth of information in 
Chessie’s Road makes it an important and illuminating study of one of the 
nation’s great railroads. 





MarTHA Taser, Washington College 


Les “estimes” toulousaines des XIV® et XV° siécles. By Philippe Wolff (Biblio 
théque de l’Association Marc Bloch de Toulouse. Documents d'histoire 
méridionale.) Toulouse: Association Marc Bloch de Toulouse, 1956. Pp. 333. 
Fr. 1,200. 


Philippe Wolff, well known for his mastery of French economic and social 
history in the Middle Ages, particularly that of Toulouse, has produced in this 
book on taxation another study of the first order. The estimes of the town of 
Toulouse was the Languedoc term for taille (tallage), the famous tax levied 
upon urban inhabitants throughout western Europe in the Middle Ages. Wolff 
has edited a long fragment of a record of the estimes for 1335, compared it 
with similar records for 1391 and 1459, and written an introduction treating 
of the nature of the documents and their significance for financial, economic, 
and social history in fourteenth- and fifteenth-century Toulouse. 

Though the origin of the estimes can be traced back to the early thirteenth 
century, a rational system of assessment and record dates only from the ad- 
ministration of Alphonse of Poitiers, Count of Toulouse (1249-1271). Between 
1260 and 1270 he seems to have forced tax reform upon the towns of the 
sénéchaussée of Toulouse in order to protect the ordinary citizen from the unfair 
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and oppressive taxes levied by the oligarchic governments. Though the English 
system of taxation in Gascony may have influenced the form of taxation in 
Toulouse, there were two fundamental differences between the so-called English 
aids or subsidies and the estimes. The latter was a certain percentage of an indi- 
vidual’s annual wealth consisting of his movable and immovable property and 
was assessed by local residents or municipal officers such as the members of the 
consulate. The former was a percentage of the yearly wealth consisting only of 
movable property and was customarily assessed by men representing the central 
government. Both were levied quite regularly, but not necessarily annually. 

Though fragments of tax records survive for years prior to 1335, this is the 
first year that a record is complete enough to supply detailed information on 
the operation of the municipal assessment of Toulouse. It tells us that the mem- 
bers of the consulate assembled in the Maison Communale and after deliberation 
ordered a general assessment of all movable and immovable goods possessed by 
Toulousians in the town and throughout the sénéchaussée; the assessment was 
to be conducted by twelve good men of the town. First they evaluated and listed 
the immovable property such as Adtels and houses. To arrive at the value of 
houses rented they multiplied the annual rent by ten. Each individual declared 
the total value of his movable wealth; rarely did the assessors evaluate such 
property. All persons whose property was worth more than 1o/., money of 
Tours, were liable for the tax; those whose wealth did not exceed 1o/. were 
exempt and were listed as the nichils (those who owed nothing). 

However important such information may be for the light it throws upon 
municipal financial administration, the real value of the records lies in the 
statistics provided on the social and economic structure of Toulouse in the 
fourteenth and fifteenth centuries. We learn from the estimes of 1335 that the 
population was about thirty-two thousand. In the Cizé lived most of the great 
merchants; in the Bourg were concentrated the landed proprietors, the artisans, 
the shopkeepers. The elements of wealth constituting typical bourgeois fortunes 
consisted primarily of immovable property in the town as well as in the country- 
side and neighboring towns. The greatest merchants lived in magnificent fortified 
houses. A rich merchant might possess several Adtels (large houses), ordinary 
houses, and buildings which served as warehouses or counting houses. Usually 
he possessed a few houses outside the town walls which seem to have been 
constructed as real estate investments. Some merchant fortunes included such 
industrial property as tanneries, shops for the fabrication of cloth, grain mills, 
and mills for industrial power. Numerous men possessed banks or stalls for 
money changing. In all the fortunes, however, land predominated. Most wealthy 
inhabitants of the Bourg were rural proprietors whose wealth was secured from 
land investment in the region about Toulouse. The land owned was usually in 
the immediate vicinity where it could be managed personally by the proprietor. 
Wolff has plotted the location of the landed property on a series of fine maps. 
These men, in spite of living in the town and having urban interests, concen- 
trated their efforts upon the exploitation of the soil. They were far different 
from the absentee landlords one meets in later European history. Unfortunately 
the details on movable property are few. The records simply list the total value 
without describing its elements. Certain supplementary records indicate, however, 
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that some of the movable wealth consisted of stocks of goods, outstanding debts, 
loans, jewels, and the like. 

Perhaps the statistics most helpful are those on the fortunes of the Toulousains. 
Most striking is the small number of great fortunes. Only nine individuals were 
worth more than 5,000/. And only sixty-one had fortunes of more than 1,000/. 
These seventy men represent but 7 per cent of the total number of persons 
listed on the tax record. Wealth in Toulouse seems therefore to have been 
fairly well distributed; here one does not find the large economic gulfs between 
rich and poor that characterized the great towns of Italy and the Low Countries. 
Wolff believes that this wider distribution of wealth in Toulouse and in other 
towns of the Midi accounts for the lack there of the bitter urban social struggles 
that plagued Italy and the Low Countries in the fourteenth century. 

Though the phenomena of declining population and of shrinking wealth in the 
fourteenth century have received careful study, the estimes of Toulouse further 
spell out the details of this decline. They show, for example, that between 1335 
and 1391 the typical Toulousain fortune decreased to a sixth of its value, a drop 
for which there were three principal causes: the conscious underassessment of 
urban wealth so as to escape oppressive royal taxes, the economic and social 
dislocation of the Black Death, and the devastation of the Hundred Years’ War. 

What has been here summarized is but a mere glimpse into the wealth of 
material gathered to produce this excellent book that should be considered an 
important contribution to urban as well as to social and economic history. This 
work and the studies of Espinas on Douai are strong antidotes for the opinions 
still held by too many economists and historians that medieval towns were 





primitively administered and that the bourgeois had no concept of urban 
finance, let alone of capitalism. 


Bryce Lyon, University of Illinois 


The Last Stand of Chinese Conservatism: The T’ung-Chih Restoration, 1862- 
1874. By Mary Clabaugh Wright. (Stanford Studies in History, Economics, 
and Political Science, XIII.) Stanford: Stanford University Press, 1957. Pp. x, 
426. $7.50. 


Mary Clabaugh Wright’s book is the outstanding work in print on Chinese 
history in the second half of the nineteenth century. It offers the fullest insight 
into the many facets of the Chinese state on the threshold of the modern era. 
The book is not economic history, but, because it provides a well-documented 
view of Chinese ideas and institutions, it makes a major contribution to the 
explanation of economic stagnation in nineteenth-century China. Mrs. Wright 
devotes only one chapter (ch. VIII) to problems of economic history, but her 
general theme has a direct bearing on economic problems. The author’s mastery 
of bibliography commands respect. She exploits the voluminous Ch’ing official 
documents on a very extensive scale and examines critically numerous little-known 
Chinese and Japanese secondary works. 

The book is above all a study of the “Confucian mind” —the political, economic, 
and social ideas of the scholar-officials who ruled China. This mind was essentially 





386 Reviews of Books 


conservative. It abhorred any disturbance of stability, and it was hopelessly wedded 
to what may be described as an agrarian-bureaucratic society. As a case study of 
the manifestation of this mind in various branches of statecraft, Mrs. Wright 
chooses the reign of T’ung-chih (1862-1874), which, because of its hopeful signs, 
was known as a period of “restoration” (or dynastic revival). This period had, 
to be sure, many brilliant achievements. But according to one particular yardstick 
—that of economic development—it was a period of little or no progress. 

Not that the Chinese scholar-officials were unaware of economic problems. 
The reign of T’ung-chih saw the suppression of great peasant rebellions that 
had plagued the dynasty for more than a decade; there was a problem of eco- 
nomic rehabilitation as well as a need for the restoration of effective civil govern- 
ment. In the administrative field, the success of the scholar-officials was seen in 
the re-establishment of peace and order and in certain improvements in the 
bureaucratic machinery, while, in economic matters, thanks to measures such as 
grants-in-aid to new settlers on farm lands and extensive tax remissions, there 
was a rapid recovery of the agricultural economy in the rebellion-devastated 
areas. Insofar as the Chinese state was beset by economic problems which were 
indigenous in character, the officials of the T’ung-chih period probably did as 
much as could be expected within the confines of traditional statecraft. 

But of course the problems that confronted China in the second half of the 
nineteenth century were more than indigenous and traditional. By 1862, some 
dozen Chinese ports had been opened to foreign trade. Industrialism was already 
encroaching upon the Chinese economy, and, under the stimulus of foreign trade, 
there was already a considerable Chinese commercial development in the treaty 
ports. Statesmanship of the T’ung-chih period thus faced the challenge of 
modern industry and commerce, and was being tested for adaptability and 
breadth of social vision. 

The T’ung-chih officials did show adaptability in one sense—in that they were 
convinced of the efficacy of modern arms. (I limit myself here to a discussion of 
the challenge of Western industrialism. As Mrs. Wright’s book shows, among 
the achievements of the T’ung-chih government were certain innovations in the 
handling of China’s foreign relations.) In the mid-1860’s, the Chinese officials 
sponsored arsenals to manufacture guns and cannon, and shipyards to build 
naval vessels—schemes which were grandiose enough for the China of that age. 
But, while the scholar-officials did attempt to use modern technology for military 
purposes, they failed to adopt it for economic aims. Throughout the T’ung-chih 
period there were only two or three leading officials who saw the economic value 
of railways and modern mines, and even these officials were vague in their 
ideas. They could not, at any rate, overcome the general belief that such new- 
fangled things would disturb the existing stability or tranquility and were 
therefore undesirable. During the T’ung-chih reign, the only modern enterprise 
sponsored by Chinese officials for an economic purpose was a steamship company 
(founded in 1872 and designed for the transport of government “tribute rice” 
as well as for competition with foreign companies in the carrying trade in 
Chinese waters). 

This failure to respond to Western industrialism was serious, but an even 
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graver failing lay in the scholar-official’s attitude toward commerce—which was 
in fact developing rapidly at China’s own doors. Foreign trade expanded con- 
tinuously in the T’ung-chih era and, moreover, there was a remarkable growth 
of Chinese commerce in the hands of comprador-merchants, centered in the 
foreign-protected treaty ports. The scholar-officials were of course aware of this 
development; but they were hostile to it, and their policies impeded, rather than 
facilitated, such Chinese mercantile activities. 

If it was the abhorrence of change and disturbance that turned the T’ung-chih 
officials away from the economic use of modern technology, it was chiefly 
their social and economic views which overruled a greater solicitude for Chinese 
commerce. For, despite their avowed regard for “the people’s livelihood,” such 
regard was plainly restricted to the agricultural sector of the economy. There 
were a few merchants who served as tools of the officials in state-controlled 
enterprises such as the salt trade. But traders at large were not entitled to govern- 
ment protection at all. Moreover, as the T’ung-chih officials faced the problem 
of increased government expenditures, they did not hesitate to make merchants 
shoulder the new burden—particularly through the notorious internal transit 
duty known as “likin.” The likin tax was not exorbitant when it was first devised 
in 1853, but during the 1860's and 1870's, as the transit-duty stations proliferated 
and the abuses grew in the methods of collection, the burden of the tax greatly 
increased. As Mrs. Wright puts it: 





If the state could tap some of this [commercial] wealth, well and good, for 
that much of the tax burden would be transferred from agriculture. If the tapping 
destroyed the source of wealth, so much the better. All circumstances affecting 


the prosperity of agriculture were the proper subject of earnest consideration; 
what circumstances might affect the development of trade and manufacture 
were never even formulated as a question. 


Thus, while Western contact provided China with the challenge of industrial 
and commercial development, the rulers of China did not choose to make a 
creative use of the opportunity. Insofar as ideology was a key factor behind this 
inaction, Mrs. Wright’s book merits the serious attention of all students con- 
cerned with the problem of growth and stagnation in a tradition-bound society. 

K. C. Liv, Harvard University 


The Frontier in Perspective. Edited by Walker D. Wyman and Clifton B. 
Kroeber. Madison: University of Wisconsin Press, 1957. Pp. xx, 300. $5.50. 


This collection of essays is dedicated to the memory of Lyman Copeland Draper 
who came to the State Historical Society of Wisconsin in 1854 and in the four 
ensuing decades increased the resources of the Historical Society from fifty books 
to 110,000 titles. Lyman Draper had a consuming interest in frontier history and 
his efforts included the gathering of a magnificent collection of source materials 
which has made the Historical Society a mecca for scholars interested in the 
history of the trans-Appalachian frontier. We may assume, moreover, that it was 
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the availability of these rich materials that helped to prepare Frederick Jackson 
Turner for his historic role in asserting the significance of the frontier in the 
shaping of American life. 

The thirteen essays chosen for this volume were written with the Turner thesis 
as a main reference point, although the scope of inquiry extends far beyond the 
frontier in the United States. In many ways, the most provocative essays are 
those which are arranged under the heading: “The World Frontier.” 

In this section of the book Paul MacKendrick finds the insights of Turner 
useful in illuminating some of the aspects of Roman land distribution and in 
characterizing types of political leaders such as Cato and Marius. Yet there 
is much in Roman political life that cannot be explained by reference to Turner’s 
ideas. Similarly, Robert L. Reynold’s examination of the Mediterranean frontiers, 
1000-1400, reveals that young Genoese and Venetian adventurers displayed a 
high degree of initiative in establishing trading posts in the eastern Mediterranean, 
but that the evidence is clear that they tended to shape their frontiers rather than 
being shaped by them. Eugene P. Boardman demonstrates that the frontier in 
Chinese history was so threatening as to create a set of attitudes in Chinese 
civilization quite different from those which Turner stresses in his view of 
American history. A. Lobanov-Rostovsky sees many similarities between American 
and Russian experience but notes that the Siberian frontier was complicated by the 
countering expansionist movements of the Chinese which tended to make the 
Russian pattern of expansion dissimilar to the westward movement in the 
United States. 

Of special interest to the student of American history are the essays on the 
frontiers of Hispanic America and Canada. After all, the United States, Canada, 
and Hispanic America are products of a common outthrust of European expan- 
sion in a definite period of Western cultural experience. Moreover, all these 
Americas belong to an identifiable entity in the European consciousness which 
is called the New World, and which was endowed from the outset with special 
symbolic significance. In his essay on the frontiers of Hispanic America, Silvio 
Zavala, the eminent Mexican historian, finds the sources of Hispanic-American 
historical experience in the institutions and ideology developed by Spaniards 
in their reconquest of Spain and the expulsion of the Moors. He is unwilling to 
strain the available evidence to assert that Hispanic-American frontier areas 
created a more liberal type of man, but he does find some suggestive evidence 
in the political behavior of leaders of Mexico’s northern states in the Revolution. 
On the other hand, A. L. Burt is more ready to assert the value of the Turner 
thesis for an understanding of Canadian history. In this essay, there is a direct 
challenge to Benjamin Wright's assertions of the inapplicability of the Turner 
thesis to French Canada. Burt asserts that although its outward forms seemed to 
contradict Turner’s frontier hypothesis, the seigniorial system was modified in a 
democratizing fashion by the existence of a vast frontier extending to Hudson’s 
Bay and the western prairies. The relevancy of the Turner thesis to Canada is 
pointed up further in Burt’s essay by contrasting Canada’s history with the 
experience of Australia. 

The effect of all of these essays is to increase the reader’s skepticism when he 
reads Walter P. Webb’s essay on “The Western World Frontier.” The en- 
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thusiastic generalizations of the “Webb thesis” are difficult to reconcile fully 
with the previous essays which serve to remind us that generalizing about the 
fundamental characteristics of a civilization requires an intensive study of other 
aspects than those which are most obviously involved in the frontier situation. 

The essays arranged under the heading of “The American Frontier” are useful 
additions to the enormous quantity of essays which have appeared since Frederick 
Jackson Turner began it all in 1893. In this section of the book, Thomas P. 
Abernethy explores the relationships of southern frontiers to class stratification 
in the South. Paul W. Gates emphasizes that farm tenancy and great landed 
estates appeared very early even in the Midwestern frontier. Walter A. Agard 
demonstrates that early Midwesterners also had an abiding love of the classical 
literature of Greece and Rome. 

Frederick G. Cassidy traces the powerful influence of the frontier in the develop- 
ment of “An American Language” and Henry Nash Smith studies the literary 
devices in Mark Twain’s Roughing It to show how the frontier has influenced 
deeply the writing of American fiction to the present. A final essay by an 
anthropologist, Irving Hallowell, explores the influence of the American Indian 
in American culture—United States culture, that is—because Hispanic America 
has its own way of estimating the influence of the Indian. 

Taken together, the thirteen essays in The Frontier in Perspective manifest the 
continuing vitality of historical thought which deals with the implications of the 
Turner thesis. No strikingly new possibilities of interpretation are suggested; for 
the most part the essays exemplify sober, critical, and safe scholarship. 

Epwin C. Rozwenc, Amherst College 
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articles dealing only in part with Anglo-Saxon Britain. For reasons of economy, 
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Lee, Dwight E. The Outbreak of the First World War: Who Was Responsible? 

Pp. ili, 74. 

Taylor, Philip A. M. The Industrial Revolution in Britain: Triumph or Disaster? 

Pp. x, go. 

(Problems in European Civilization) Boston: D. C. Heath and Company, 19538. 
$1.35 each. 

These paper-bound volumes are the first in a European series similar in many 
respects to the Problems in American Civilization series sponsored by the same 
publisher. Excellently edited and attractive in format, they provide material for 
class assignments which is not ordinarily available in convenient form for this 
purpose. 


Harris Abram L., Economics and Social Reform, New York: Harper, 1958. Pp. 

XVi, 357. $5.00. 

Mr. Harris has presented and evaluated the ideas of Mill, Marx, Veblen, Com- 
mons, Sombart, and Father Pesch as programs of social reform. The evaluation 
is made against a background of the “common sense of theoretical economics.” 
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Horn, D. B., and Ransome, Mary, Editors. English Historical Documents 1714- 
1783. (“English Historical Documents,” edited by David C. Douglas, Vol. X.) 
New York: Oxford University Press, 1957. Pp. xxvii, 972. $15.20. 

Like the other volumes in the series, this one is generously conceived, catholic 
in its interests, intelligently and economically edited. The materials on social 
and economic history are more varied than those in Vol. XII on the mid- 
nineteenth century, in part because Parliamentary papers are so much less im- 
portant in the earlier period. The editors make some effort to supply sample 
contemporary statistical material. The information thereby provided is discrete 
and less meaningful than that offered by processed data. Clearly, there is a 
problem here, of a kind analogous to the one encountered in Great Books science 
courses: does one learn astronomy by reading Galileo? If the editors wanted to 
introduce students to the character of eighteenth-century statistical materials, 
copies of Public Record Office manuscripts would have been better than extracts 
from printed works. It would also have helped to have examples of private busi- 
ness accounts, contracts, and correspondence. The book remains a useful accom- 
paniment to courses in the general history of Britain. 


Jeanneney, J. M., and Perrot, Margurite, Editors. Textes de droit économique et 
social francais, 1789-1957. (Cahiers de la Fondation Nationale des Sciences 
Politiques, No. 89.) Paris: Armand Colin, 1957. Pp. xix, 711. Fr. 2,900. 

We have here a long-needed convenient collection of the principal French 
legal and legislative texts for the period since the Revolution. The chronological 
division is uneven: three hundred pages for the 125 years to the beginning of 
the First World War; four hundred for the next forty-three years. This is a 
reflection in part of the increasing intervention of the government in social and 
economic life, and also of the greater interest of the editors in the contemporary 
period. Each document is preceded by an explanatory introduction and followed 
by a reference to further legislation on the subject. There is a short bibliographical 
note on official publications and serials of relevance to the general subject. 


International Economic Association. International Economic Papers, No. 7. 
London and New York: Macmillan, 1957. Pp. 184. $3.50. 
This is the seventh in the series of reprinted and translated writings in the 
area of economics. Though of major interest to the economic theorist, several 
articles, including two by Sismondi, will also appeal to the historian. 


Rheinisch-Westfalische Wirtschaftsbiographien. Edited by the Historische Kom- 
mission des Provinzialinstituts fiir Westfalische Landes- und Volkskunde, et 
al. Volumes V and VI. Miinster in Westfalen: Aschendorfische Verlags- 
buchhandlung, 1953, 1954. Pp. 158, 135. DM 9.80, 9.80. 

After a lapse of some years, this well-known series of brief biographies of 
businessmen and technicians, which goes back to 1931, has now resumed publi- 
cation. As before, each tome comprises a collection of essays on a diverse group 
of men: Volume V, on Heinrich Merkens (merchant-banker, insurance and 
shipping executive), C. E. Schnitzler (banker with J. H. Stein of Cologne), 
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Alfred Krupp (steel), N. A. Otto (pioneer of the internal combustion engine), 
Ludwig Stollwerck (innovator in the distribution of chocolate through vending 
machines), and Friedrich Springorum (steel executive); and Volume VI, on 
Daniel Peres (pioneer of the cutlery manufactory at Solingen), August Bagel 
(publisher), Jacob Meyer (steelmaster), Otto Intze (civil engineer and builder 
of dams), Moritz Boker (producer of special steels), Jakob van Norden (hard- 
ware merchant and organizer of the corporate interests of retail trade), and 
Heinrich Pattberg (mining engineer and director). A brief bibliography follows 
each sketch. The essays are not material for the scholar, but they are well writ- 
ten and suggestive of possible research, especially where the list of references 
indicates the availability of manuscript records. 
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COMPETITION IN OIL 
THE GULF COAST REFINERY MARKET. 1925-1950 


By DANIEL C. HAMILTON. The first published exploration of the structure and be- 
havior of the largest, most influential refinery market in the world, this volume also 
provides the only published analysis of the relation of product prices to crude costs, the 
time pattern of price and output behavior, the relation of cost behavior to price-output 
behavior, and the other dimensions of Gulf market performance. $6.75 


THE NIGER AGRICULTURAL PROJECT 
AN EXPERIMENT IN AFRICAN DEVELOPMENT 


By K. D. S. BALDWIN. In recent years many heavily capitalized schemes have been 
started to assist underdeveloped areas. Although wide experience has been utilized many 
of them have failed to achieve their objectives. 

Mr. Baldwin has made a critical socio-economic analysis of the history of a partic- 
ularly well-documented agricultural project in Nigeria. Here, he discusses the handling 
of the problems arising in the initial planning stages of the project and the causes of its 
failure. 200 pages. 4 maps. 8 pages of illustrations. Tables. $5.00 


THE EFFICIENCY OF THE 
COAL INDUSTRY 


AN APPLICATION OF LINEAR PROGRAMMING: 


By JAMES M. HENDERSON. Using the years 1947, 1949 and 1951 for norm estimates, 
this comparative study of estimated-actual efficiency analyzes each of the United States’ 22 
coal-producing and 14 coal-consuming areas on the basis of production capacity, extraction 
cost, transport cost, and consumer demand. Mr. Henderson’s comparative assessments 
indicate an efficiency level directly related to total demand, but do not rule out the 
influences of union activity and the structure of the industry itself. $4.50 
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LABOR PROBLEMS IN THE 
INDUSTRIAL DEVELOPMENT OF INDIA 


By CHARLES ANDREW MYERS. What problems arise when an underdeveloped 
country with traditions of political liberty undertakes planned industrialization? This 
widely applicable study of India’s five-year plans discusses the history of industrial de- 
velopment, and analyzes the problems arising from overpopulation and resultant low 
wage levels, the beginnings of labor organization and its management counterpart, and, 
finally, the role of government in a situation of labor protests versus planned economic 
goals, $6.50 
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analysis of the power of a trade union leader is relevant far beyond the limits of a 
single union or nation. Its material on leadership ethics, union development, problems 
and administration has universal validity while the story of Mr. Deakin’s anti-communist 


campaign is of particular interest and importance. $6.00 


SELECTED PAPERS IN ECONOMIC 
THEORY 


By KNUT WICKSELL. Edited with an Introduction by ERIK LINDAHL. This book 
makes available to the English reader some of the most important and interesting papers 
by Knut Wicksell. His main theories—on the value of money, marginal productivity, the 
nature of capital, etc.—are presented in a very readable form, while an introductory essay 
by Erik Lindahl tells the story of his life and gives some insight into his forceful 
personality. $6.50 
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PUBLICATIONS 


The principles of economics applied to the formation and 
evaluation of economic policies, and a new collection of 
outside readings by leading contemporary economists . . . 


PRINCIPLES OF 
ECONOMIC POLICY 


by KENNETH E. BOULDING, 
University of Michigan 


A basic text for any course dealing 
with economic policy. Requires no 
prerequisites. The purpose of the 
book is to develop first, the principles 
and then to relate these principles to 
basic areas of economic policy. The 
first part of the book discusses four 
basic objectives of economic policy: 
progress, stability, justice and free- 
dom. The second part discusses the 
extent to which these four objectives 
may be achieved in a number of dif- 
ferent policy areas. 

Outstanding Features: 1. Directed at 
principles, not at techniques. This is 
a book of “ideas”; it is not a compi- 
lation of actual information. Factual 
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